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David Waddell

Executive Director

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, Tennessee 37243-0505

RE:  Amended Application of SCC Communications Corp. for a Certificate of
Public Convenience and Necessity as a Competing Telecommunications
Service Provider. Docket No. 01-00050

Dear Mr. Waddell:

SCC Communications Corp. (now Intrado Inc.) and Intrado Communications Inc.
hereby submits the enclosed Amended Application, seeking authority to operate as a
provider of facilities-based and resold telecommunications services within the state of
Tennessee. An original and thirteen (13) copies are provided.

Also enclosed is a check in the amount of $25.00 for filing fees. Notice of this
filing has been served on interested parties.

Please date-stamp one copy of the Amended Application and return it to the
undersigned in the postage-paid envelope provided.

If you have any questions concerning this matter, or if you require additional

information, please give me a call at (303) 581-5789.

Very, Truly Yours,

-

David A. Huberman
Regulatory Counsel
Intrado Inc.

N SCC Communications Corp. and Lucent Public Safety Systermns are now Intrado.



BEFORE THE TENNESSEE REGULATORY AUTHORITY
IN RE:

APPLICATION OF SCC COMMUNICATIONS
CORP FOR A CERTIFICATE OF PUBLIC
CONVENIENCE AND NECESSITY TO
PROVIDE COMPETING LOCAL
TELECOMMUNICATIONS SERVICES
WITHIN THE STATE OF TENNESSEE

DOCKET NO. 01-00050

AMENDED APPLICATION FOR A CERTIFICATE OF PUBLIC CONVENIENCE AND
NECESSITY TO PROVIDE COMPETING TELECOMMUNICATIONS SERVICES
WITHIN THE STATE OF TENNESSEE

On January 15, 2001, SCC Communications Corp. (“SCC”) filed an Application for a
Certificate of Public Convenience and Necessity to Provide Competing Local
Telecommunications Services Within the State of Tennessee (“Original Application”) with the
Tennessee Regulatory Authority (“TRA” or “Authority”). On June 4, 2001, SCC changed its
name to Intrado Inc. (“Intrado”). Separately, Intrado formed a wholly-owned subsidiary, Intrado
Communications Inc. (“ICI”). ICI will now hold all state certificates of authority to provide
telecommunications services. Pursuant to applicable Tennessee Statutes, the Rules and
Regulations of the Authority, and Section 253 of the Communications Act of 1934, as amended
by the Telecommunications Act of 1996 (“Act”), SCC (now Intrado) and ICI file this Amended
Application for a Certificate of Public Convenience and Necessity to Provide Competing
Telecommunications Services within the State of Tennessee Telecommunications Services

(“Amended Application”) to reflect the aforementioned internal corporate changes. '

I. INTRODUCTION

! SCC notified the Commission of these internal corporate changes by letter dated June 6, 2001. A true and

correct copy of the aforementioned letter is attached hereto as Exhibit 1 hereto.



ICI requests the same authority requested by SCC in the Original Application to provide
facilities-based and resold local exchange and interexchange (interLATA and intralLATA) voice
and data telecommunications services as a competitive telecommunications service provider
within the State of Tennessee. Specifically, ICI requests authority to aggregate and transport, via
switching, emergency calls with its 9-1-1 SafetyNet™ services in the State of Tennessee. In
order to provide such services, ICI requires the same sort of interconnection and collocation
afforded to certified Competitive Local Exchange Carriers (“CLECs”). ICI respectfully requests,
therefore, that the TRA find that ICI is entitled to the rights of interconnection, collocation,
resale, and access to unbundled network elements enjoyed by CLECs under the Act.

ICI plans to commence offering service immediately upon filing its final tariff with the
Tennessee Regulatory Authority and establishing the appropriate and necessary interconnection,
collocation, and resale arrangements with the Incumbent Local Exchange Carriers (“ILECs”).

In support of its Application, ICI submits the following:

II. DESCRIPTION OF THE APPLICANT

1. Applicant’s legal name is Intrado Communications Inc. Applicant’s principal place
of business is:

6285 Lookout Road
Boulder, CO 80301
Telephone:  (303) 581-5600
Facsimile: (303) 581-0900

2, All correspondence, notices, inquires or other communications pertaining to this
Application should be addressed to:

David A. Huberman
Regulatory Counsel
Intrado Inc.

6285 Lookout Road
Boulder, CO 80301



Telephone:  (303) 581-5789
Facsimile: (303) 581-0900

With copies to:

Gary A. Klug

Director of State Regulatory Affairs
Intrado Inc.

6285 Lookout Road

Boulder, CO 80301

Telephone:  (303) 581-6034
Facsimile: (303) 581-0900

3. Questions concerning the ongoing operations of ICI following certification should be
directed to:

Gary A. Klug

Director of State Regulatory Affairs
Intrado Inc.

6285 Lookout Road

Boulder, CO 80301

Telephone:  (303) 581-6034
Facsimile: (303) 581-0900

4. The officers of ICI will be responsible for ICI’s operations in Tennessee. ICI’s
principal officers are:

George Heinrichs President
Michael Dingman, Jr. Secretary/Treasurer

Each of the individuals listed above can be reached at:

Intrado Communications Inc.
6285 Lookout Road

Boulder, CO 80301
Telephone:  (303) 581-5600
Facsimile: (303) 581-0900

An organization chart depicting ICI’s Corporate structure is attached as Exhibit 2.

5. ICI does not have corporate offices in Tennessee at this time. If ICI opens a
corporate office in Tennessee in the future, ICI will promptly advise the TRA.
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ICI understands the importance of effective customer service for local service
customers. Accordingly, ICI will maintain the following toll-free customer service
telephone number: (877) 856-7504. Customer assistance will be available twenty-
four hours per day, seven days per week. Customers may also contact the company
in writing at the headquarters address provided above.

ICI, a Delaware corporation, is a direct, wholly-owned subsidiary of Intrado, a
publicly traded corporation incorporated in the State of Delaware. True and correct
copies of ICT’s articles of incorporation and certificate of incorporation are provided
in Exhibit 3. ICI has one direct, wholly-owned subsidiary — Intrado Communications
of Virginia Inc. Neither ICI nor Intrado Communications of Virginia Inc. presently
provides telecommunications services in Tennessee. A copy of ICI’s authorization to
do business in Tennessee, issued by the Secretary of State, is provided in Exhibit 4
hereto.

ICT is financially qualified to provide the services described herein. ICI will rely on
its parent company, Intrado, for financial support to provide the services described
herein. Intrado has access to the financing and capital necessary to support ICI’s
operations, and Intrado is not relying on any third party to support its financial ability
to fund the services to be offered by ICI. Attached hereto as Exhibit 5 is a copy of
Intrado’s most recent Annual Report, which contains Intrado’s most recent SEC Form
10-K, and Intrado’s most recent SEC Form 10-Q.

ICI is managerially and technically qualified to provide the services described herein.
ICT will rely on management and technical personnel of its parent company, Intrado,
to provide the services described herein. Intrado currently employs more than 600
highly-qualified individuals that represent some of the sharpest and most proactive
minds in the telecommunications industry. Gathered from the public safety, software
development, and telecommunications industries, Intrado’s team of professionals is at
the forefront of industry debate and is uniquely qualified to formulate creative,
reliable public safety communications solutions. Descriptions of Intrado’s key
management and technical personnel are attached hereto as Exhibit 6.

ICT is authorized to provide telecommunications services in Alabama Connecticut,
Colorado, Idaho, and Kentucky. ICI in the process of obtaining authority to provide
telecommunications services throughout the United States.  Applicant’s parent
company, Intrado, currently is authorized to provide telecommunications services in
Florida, Illinois, Indiana, Massachusetts, Michigan, Minnesota, Montana, New
Mexico, New York, North Carolina, Oregon, South Carolina, Texas, Washington, and
the District of Columbia. Intrado currently is in the process of seeking regulatory
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approval to transfer each of these certificates to the ICI. ICI has not been denied
authority to provide telecommunications services in any state.

ICT is familiar with and will adhere to all applicable Authority rules, policies, and
orders governing the provision of local exchange and interexchange
telecommunications services in the State of Tennessee. To the extent required by
Tennessee law and the Authority’s regulations, ICI will provide: (1) consumer access
to and support for the Tennessee Relay Center in the same manner as the incumbent
local exchange carriers (“ILECs”); (2) free blocking for 900 and 976 type services;
(3) Lifeline and Link-Up services to qualifying customers; (4) educational discounts;
and (5) support for universal service. A copy of Intrado’s Small and Minority Owned

Telecommunications Business Participation Parity Plan is attached hereto as Exhibit
7.

Applicant has served notice of this Amended Application upon ILECs certificated in
Tennessee, and a copy of the Certificate of Service is attached hereto as Exhibit 8.

III. PROPOSED SERVICES

13.

14.

ICI proposes to provide resold and facilities-based local exchange and interexchange
services throughout the entire State of Tennessee and, therefore, seeks statewide
authority. 9-1-1 SafetyNet™™ services are telecommunications services that facilitate,
enhance, and advance the provision of emergency services throughout the United
States for end users of wireline and wireless carriers, telematics services’ customers
(e.g., On Star), and other business and residential end users such as Private Branch
Exchanges (“PBX”) customers. Specifically, ICI aggregates and transports
traditional and nontraditional emergency call traffic to appropriate selective routing
tandems for delivery to the appropriate PSAP. Aggregating emergency call traffic
reduces the number of facilities that must interconnect with the ILECs’ selective
routing tandems, resulting in a more efficient use of the telecommunications network.
Such aggregation also reduces the ILEC’s administrative responsibilities: rather than
coordinate and interconnect with multiple service providers individually, the ILEC
need only coordinate and interconnect with ICI in order to handle the emergency call
traffic from multiple service providers. In addition, ICT offers its customers and the
interconnecting ILEC the assurance that emergency call traffic will be passed to the

ILEC’s selective routing tandems through redundant, self-healing facilities provided
by ICL

9-1-1 SafetyNet™ services include LEC Emergency Call Support service, Wireless
Service Provider (“WSP”) Emergency Call Support service, and Telematics
Emergency Call Support (“TECS”) service. These services are provided over the
Emergency Communications Network (“ECN™), which is a fully redundant,
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physically diverse telecommunications network designed to accept traditional and
non-traditional emergency calls, determine the appropriate PSAP, and forward the
calls to the PSAP via the traditional 9-1-1 infrastructure.

LEC Emergency Call Support service allows a LEC to connect emergency call traffic
to redundant ICI switches with the standard interfaces of CCSS7 ISUP, Feature
Group D, Enhanced Multi-frequency, and Centralized Automated Message
Accounting (“CAMA”) 9-1-1 trunks. The Automatic Number Identification (“ANI")
associated with the originating caller is utilized by the ECN and a call management
system to route calls to the appropriate selective routing tandem. The ECN delivers
the voice call with ANI to the selective routing tandem for delivery to the appropriate
PSAP. Default routing also is provided through the ECN.

WSP Emergency Call Support service allows a wireless provider to deliver all
emergency call traffic to the appropriate selective routing tandem via the ECN.

TECS service can accommodate voice only, data only, or voice and data combined.
The telematics service provider will receive the initial emergency call and extend it to
the ECN, which will route and transport the call to the appropriate selective routing
tandem. The unique call-processing configuration utilized by the telematics service
provider will determine the combination of 9-1-1 TECS services necessary for call
delivery to the appropriate PSAP.

Granting the Amended Application will serve the public interest. For more than 30
years, the existing 9-1-1 infrastructure has performed admirably. However, the
introduction and proliferation of portable communications technologies such as
wireless telephones, Internet Protocol telephony, personal data assistants, telematics
devices in automobiles, and other portable devices places burdens on the existing 9-1-
1 infrastructure that severely strain its capability to deliver emergency calls to the
appropriate PSAP.

9-1-1- SafetyNet®™ services are designed to accommodate traditional and non-
traditional emergency calls that originate from a variety of platforms, access
networks, and service providers. 9-1-1 SafetyNetSM augments the existing 9-1-1
infrastructure to enhance 9-1-1 service for Tennessee consumers and to enable
Tennessee’s 9-1-1 infrastructure to adapt to and accommodate next-generation
communications devices and technologies. 9-1-1 SafetyNet™™ is a solution that will
benefit telecommunications providers, the public safety community, and consumers
who rely on 9-1-1.

TRA approval of the Amended Application will foster competition in the local
exchange and interexchange telecommunications markets and generate significant
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benefits to Tennessee telecommunications services in the form of increased consumer
choice, efficient use of existing communications resources, and increased
diversification and reliability of the supply of communications services. The public
will benefit directly through the use of the competitive services to be offered by ICI,
and indirectly because ICI’s presence will increase the incentives for other
telecommunications providers to operate more efficiently, offer more innovative
services, reduce their prices, and improve their quality of service. Grant of this
Amended Application is therefore in the public interest because it will further
enhance the service options available to Tennessee citizens.

ICI intends to offer its services throughout the State of Tennessee through the use of a
combination of ICI’s facilities, access to unbundled network elements,
interconnection, and resale.

ICT’s deposit requirements, termination policy, and late charge policy are set forth in
ICT’s tariff.



IV.  CONCLUSION

WHEREFORE, SCC and ICI request that the Authority grant this Amended
Application, grant ICI a Certificate of Public Convenience and Necessity authorizing
ICI to provide facilities-based and resold local exchange and interexchange
telecommunications services throughout the State of Tennessee, and grant any other
such relief as the TRA deems appropriate.

g \ <
Respectfully submitted this day of August 2001.

Intrado Communications Inc.

By: //’WI/%@/»\

David A. %berman
Regulatory Counsel

Intrado Inc.

6285 Lookout Road

Boulder, CO 80301-3343
Facsimile: (303) 581-0090
Telephone:  (303) 581-5600




EXHIBITS

Exhibit 1 Letter to TRA advising of name change
Exhibit 2 Organizational Chart

Exhibit 3 ICT’s Certificate of Incorporation and Articles of Incorporation

Exhibit 4 ICI’s Certificate of Authority to Transact Business in Tennessee

Exhibit 5 Financial Qualifications

Exhibit 6 Managerial Qualifications

Exhibit 7 Small and Minority Owned Telecommunications Business Participation Plan

Exhibit 8 Certificate of Service

Verification
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EXECUTIVE STORETARY

David Waddell

Executive Director

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, Tennessee 37243-0505

RE: Docket No. 01-00050
Application of SCC Communications Corp. for a Certificate of Public
Convenience and Necessity to Provide Competing Local
Telecommunications Services Within the State of Tennessee.

Dear Mr. Waddell:

SCC Communications Corp. herein files with the Tennessee Regulatory Authority
(“Authority”) an original and thirteen (13) copies of this letter to inform the Authority of
certain changes to SCC’s corporate structure that affect SCC’s Application filed in the
above-captioned proceeding on January 16, 2001. On Monday, June 4, 2001, SCC filed
documents with the Delaware Secretary of State’s office to become Intrado Inc.
(“Intrado”). Separately, Intrado filed Articles of Incorporation with the Delaware
Secretary of State’s office to form a wholly-owned subsidiary, Intrado Communications
Inc. (“Intrado Communications™). Intrado Communications will hold state certificates of
authority to provide telecommunications services.

Intrado Communications will amend the aforementioned Application to substitute
Intrado Communications for SCC as the Applicant. This amendment, and the internal
corporate reorganization it reflects, does not affect Intrado Communications’ ability to

meet the requisite financial, managerial, and technical qualifications to provide intrastate
telecommunications services in Tennessee.

Please date-stamp the enclosed extra copy of this letter and return it in the self-
addressed postage-paid envelope provided. Should you or anyone else at the Authority

N SCC Communications Corp. and Lucent Public Safety Systems are now Intrado.



Mr. David Waddell
June 6, 2001
Page 2

have any questions regarding this filing, please do not hesitate to contact me at (303)
581-5789.

Sincerely,

o o

David A. Huberman
Regulatory Counsel



Exhibit 2
Organizational Chart
Consisting of 1 page

August 31, 2001



Organizational
Chart

Intrado Inc.
{formerly SCC Communications Corp.)
A publicly traded Delaware corporation

I

100%

|

Infrado Communications Inc.
{a Delaware Corporation)

100%

Intfrado Communications of Virginia Inc.
{a Virginia Corporation)




Exhibit 3

ICT’s Certificate of Incorporation and
Articles of Incorporation

Consisting of 7 pages

August 31, 2001
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State of Delaware

Office of the Secretary of State

PAGE 1

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF
DELARARE, DO HERERBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
COPY OF THE CERTIFICATE OF INCORPORATION OF "INTRADO

COMMUNICATIONS INC.", FILED IN THIS OFFICE ON THE FOURTH DAY OF

JUNE, A.D. 2001, AT 2:15 O‘'CLOCK P.M.

A FILED COPY OF THIS CERTIFICATE HAS BEEN FORWARDED TO THE
NEW CASTLE COUNTY RECORDER OF DEEDS.

\:LQLNAAJL1> xaioxxutJL/QaL;V»¢prr~J
Marrier Smitkh Windsor, Seorezar)/ ofStatc
AUTEENTICATION: 11691390

3399282 8100

010266425 DATE: 06-04-01

JUN @4 '81 1S5:26 382 674 8340 PAGE. @2
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STATE OF (DRELANARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 02:15 PM 06/04/2001
010266425 ~ 3399282

CERTIFICATE OF INCORPORATION

OF

INTRADO COMMUNICATIONS INC.

FIRST: The name of this corporation (the “Corporation”) is Intrado Commurdeations Inc.

SECOND: The address of the registered office of the Corporation in the State of Delaware is
1209 Oranpe Stroet, Wilmington, Delaware 19801, County of New Castle, and the namé of its registered ageat
at such address is The Corporation Trust Company.

THIRD: The purpose for which the Corporation is organized is w engage in any lawful act or
activity for which corporations may be organized under the General Corporation Law of the State of Delawere.

FOURIH: The Corporation is antherized to issue a single class of capital stock designated Common
Stock. The Corporarion is further autharized to issue a total of 1,000 sharcs of Comimon Stock. each of which
shall have a par value of $.001.

FIFTH: No director of the Corporation shall be personally liable to the Corporation or to any of
its stockholders for manetary damages arising out of such director’s breach of fiduciary duty as a director of
the Corporation, except to the extent that the ¢limination or limitation of snch Uability is not permitted by the
General Corporation Law of the Stats of Delaware, as the same exists or may hereafter be amended. No
amendmeat 10 or repeal of the provisions of this Axticie FIFTH will deprive any director of the Corparation

of the benefit bereof with respect 1o any act or failnre to act of such director oocurring priar to such amendment
or repeal

SIXTH: The following provisions shall apply with respect to the indemnification of, and
advancement of expenses to, certain parties as set forth below:

(a) Indemmnification

(1) Proceedings Other than by or In the Right of the Corporation. The Corporation shall
indemnify each person who Was or is a party or is threatened to be made a party to any threatened.
peoding oc completed action, suit or procesding, whethet civil, efiminal, administrativa or investigatdve
(other than an action by or in the right of the Corporation), by reason of the fact that such petsenis or
was. or has agreed 10 become, a director or officer of the Corporation, or is o was serving or has agreed
to sesve, at the request of e Corporarion, a3 a divector, officer or trustes of, or in a cimilar capacity with,
fm.othu corporation (including any partially or wholly owned subsidiary of the Corporation), parmership.
jant veature, st or other enterprise (including any employee benefit plan) (cach of such persons being
refemred to 3 an “Indemnltse”), or by reason of any action alleged W have bocw taken or omittad in such
capacity, against all expenses (including amemeys' fees), Judgments, fines and amounts paid in sedlemnent
acmally end reasonably incurred by the Indemaitec or an the Indemnitss's behalf in connaction with such
action, suit or proceeding and any appenl therofrom, if (A) the Indemmitee acted in good faith and in a
manner the Indemnitee reasonably believed 10 be in, ar not opposed to, the best interests of the
Corporaton and (B) with respect to any criminal action or prooesding, the Indemnitee bad no reasonable
Qusc to believe the Indemnitee’s canduct was unlawfal, The renmination of any action, sult or
proceeding by judgment, order, serlement, conviction or upon a plea of nolo contendere of its

equivalent, shall not, of itself. create a presumption that the Indemnitee did pot act in good faith, did not

JUN 84 @1 15:27 302 674 834R PAGE. @3
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act in 8 manner that the Ipdemnitee reasonably believed o be in, or not opposed to, the best interests of
the Corporation or, with respect to any criminal action or procceding, did not bave reasonable cause 10
believe that the Indemnites’s conduct was unlawful. Notwithstanding apything 10 the conzrary in this
Article SIXTIL except a9 set forth in Section (c)(2) of this Article SIXTH, the Corporation shall not
indemnify an Indemnites secking indemnification in counection with a proceeding (or_ part thercof)
initiated by the Indemnites unless the initation theteof was approved by the board of directors of the
Corporation.

(2) Proceedings by or in the Right of the Corporation. The Corporation shall indtmnify any
Ind=mnitce who was or is a party or is threatened to be mads a party to any threatened, pending or
completed action or suit by ar in the right of the Corporation to procure a judgment in the Corporation's
favor by reason of the fact that the Indemnitee is or was, or has agreed 1o become, a directar or ofﬁ_ccr
of the Corporation, or is or was serving as a dircctor, officer or trustee of, of in 4 similar capacity with,
suotr corporation (including any partially ar wholly owned subsidiary of the Corporarion), partnership,
Joint veghrre, trust or other enterprise (including any employes benefit plan), or by reason of any action
alleged to have been taken or omited in such capacity, against all expenses (Including attorncys’ fees)
and amounts paid in seulement actually and rcasonably incumed by the Jodemmitee oc on (he Indemnizoe's
behalfin connection with such action, suit or proceeding and any appeal therefrom, if the Indemnites
acted in good faith and in 2 manner the Indernitoe reasonably believed to be fo. or ot opposed to, the
best intetests of the Corporation, except that 06 indemmification shall be made in respact of any claim,
issue or namer as o which the Indemniree shall bave been adjudged to be liable Lo the Corporation unless
and only to the extent that the Court of Chancery of Delaware shall detarmine upco applicatian thar,
despite the adfudication of sach Bability but in view of all the circumstances of the case, the Indemnitee

is fairly and reasonably entitled to tndernniry for such expenses Gocloding antorneys’ fees) that the Coart
of Chancery of the State of Delaware shall deem proper.

() Expenses of Successful Indemniree, Notwithstanding any other provision of this
Ardele SIXTH, to the extent that an Indemnpites has been successfol, on the merics or otherwise
(incloding a disposition Without prejudics). in defense of any action, suit or proceeding referred to in
Section (aX1) or (2) of this Articie SIXTH, or ip defepse of any claim, issue or matter therein, or on
appesl from any such action, suit ar proceeding. the Indemnitee shall be indamnified against all expenses
(including attomeys’ fees) actually and reasonably incurred by the Indemnites or on the Indemnitee's
behalf in connection therewith. Withont Limiting the farcgoing. if any acdon. suit or proceading is
disposed of, on the merits or otherwise (including a disposition without prejudice), without (A) the
disposition being adverse to the Indemuites, (B) as adjudication that the Indepitos was liable to the
Corporation. (C) a plea of guilty or nolo contendere by the Indemgites, (D) an adjudication thar the
Ipdemuitee &id not act i, good faith and in a manner the Iodemniwe reasonably belicved to be in. or not
opposed 16, the best jnterosts of the Corporation, and (E) with respect to any criminal procesding, an
2djudication that the [ndemnites had reasonable cause 1o beliovo the Indemaitee’s condnet was unlawful,

the Indemnitee shall ba considered for tha purpases hereof o have been wholly successful with respect
thereto.

. ) Parvial Indemnification. If any Indemnsitee is entitled under any provision of this Section (a)
to indemnification by the Corporation for a portion, but not all, of the expenses (including attomeys’
fees), judgments, fines or amounts paid iy sertlement acwally and reasonably incwmed by the Indemnmitee
v on the Indemmitee’s behalf in any 2ppeal therefrom, the Corporation shall indemnify the Indermnites

for the porton of soch cxpenses (including attorneys' fecs), judgroents, fines or amounts paid in
settlement to which the Indemnitee is endtled.

JUN B4 'g1 15:28 322 674 8342 PAGE. g4
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(b) Advancement of Expenses

Subject 1o Section (€X(2) of this Article SIXTH, in the event that the Coxporaﬁ@'l docs not assume
a defense pursuans to Section (c)(1) of this Article SIXTH of any actien, suit, procesding or mVesuganm:
of which the Corporation recelves notice under this Artcle SIXTH, amy expenses ('mcludxfxg anomeys
fess) incurred by an Indemnitee in defending a civil or criminal action, suit, proceeding ot investigation
or any appeal therefrom shall be paid by the Corporation in advance of the final disposidon of such
mawer; provided, however, that the payment of such expenses incurred by an Indemnnitee in advance of
the final depesition of such rmatwer shall be made only upon receipt of an undertaking by or oo behalf of
the Indetomites to repay all amounts so advanced in the event that it shall ultimately be determined that
the Indermnitee is ot entitled to be inderumified by the Corporaton a3 avthorized in this Article SIXTH.
Axry such undertaking by an Indemnitee shall be accepted without reference to the financial ability of
the Tndemnitee 1o make such repayment.

() Procedures

(1) Nortification and Defense of Claim. As a condition precedent to any Indermmitee’s right to be
indemnified, the Indsmnitee must promptly notify the Corparation in writing of any action, suit,
proceeding or investigation involving the Indernmitee for which mdemmity will or may be sought. With
respect 0 any action, suit. proceeding of investigation of which the Corporation is 50 potified, the
Corporation will be eatitled to participate therein a1 its own expense and/or 1o assume the defense tharsof
8L its own cxpense, with kegal counsel reasonably acceptable to the Indeomitee; provided that the
Corporation shall not be entitled, without the consent of the Indemnites, to assorpe the defeose of any
<laim brougit by or in the right of the Corporation or as to which counsel for the Indemnitoe shall have
reasonably conclnded that theee may be a conflict of interest or posifion on any significant Issoe between
the Corporation and the Indemnites in the conduct of the defense of such claim. After notica from the
Corporation to the Indemnites of its electiop so to assame such defense, the Corporation shall not be
liable to the Indemnitee for any legal or other expenses sobsequently incurred by the Indemnitee in
copnection with such clim, other than as provided in this Paragraph (1), The Indemnitee shall have the
nght to cmploy the Indemmitee's own counse] i connaction with such claim, but the fess and expenses
of such counsel incurred afler natice from the Corpacation of its assumption of the defense thereof shall
be at the expense of the Indemnitee unless (A) the employmeat of counsel by the Indemnitce has been
authorized by the Corparation, (B) counsel 1o the Indemnitee has reasonahly concluded that there may
be a conflict of interest or position on any significant issue between the Cocporation a0d the Indemnites
in the conduct of the defense of such action or (O the Corporation has not in fact employed counsel o
assume the defense of such action, in each of which cases the fees and expenses of counsel for the

Indemnitee shall be at the cxpense of the Corporation except as otherwise expressly provided by this
Article SIXTH. : - o AR

(2) Requests and Payment. In order to oblain indemmificatioa or advancement of expenses
pursuant to this Article SIXTH, an Indcmnitee shall submit o the Corporation 2 written request therefor,
which request shall include documentation and informarion as is reasonably available to the Indemnitee
@d Is reasonably necessary to determine whether and to what axtenr the Indemnites is entiled to
indemmification or advancement of expenses. Any such indemnification or advancement of expenses
shall be made peomptly, and in any svent within sixty days afier receipt by the Corporatiom of the wrinen
request of the Indemnitee, unless with respect w requests ander Secuoa (a)(1), (a)X2) or (b) of this
Art.lc.lo SIXTH, the Carporation determines, by clear and convincing evidencs, within such gixty-day
penicd, that any Indemnitee did not meet the applicsble standard of conduct sex forth in Sectian (a)(1)
or (a)(2) of this Article SIXTH. Such determinarion shall be made i euch instance by (A) a majority
vole of the divectors of the Corporation cansisting of persans who are not al that ime pardes 1o the
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action, suit of proceeding in question (“disintercsted directors*). even thongh less than a quorum. (B) a
majonity vote of a quorum of the dutstanding shares of capital stock of all classes entded o Vo fc_)r
directors, which quorum shali consist of stockholders who are nox at that time pardes to the action, mit,
proceeding or investgation in question. {C) independent legal coansel (who may be regular legal counsel
to the Corporation), or (D) a court of competent jurisdiction.

(3) Remedies. The right of an Indemnites to indemnification or advancement of expenses
pursuant to this Articlg SDCTH shall be enforceable by the Indemnites in any court of competent
jurisdiction if the Carperation deples, in whole or in part, a request of an Indemnitee in accardance with
the proceding Paragraphi (2) or if no disposition thereof is mads within the sixty-day petiod referced to
in the preceding Paragraph (2} Unless otherwise provided by law, the burden of proving that an
Indemmites is not entifled to indemnification or advancement of expenscs pursnan to this Ardcle SIXTH
shall be on the Corparstion. Neither the failure of the Corporation to have mads a decerminstion priot
To the commencement of such action that indenmmification is proper in the circomstances because the
Indenmitee has et any applicable standard of conduct, por an acal determination by the Corporation
pursuant to the preceding Section (cX2) that the Indemnites has not met such applicable standard of
conduct, shall be a defeose to the action or create a presumpdon that the Indemnitoe has not met the
applicable standard of condoct. The Indemmitee’s expenses (including atrtomeys’ fees) incurred in
coancction with successfully establishing the Indernnitec's right to indemnification, in whole or in part,
in any such proceeding shall also be indemnified by the Corporation.

(d) Rights Not Exclusive

The tight of an Indemaitee 10 indemnification aod advancement of expenses pursuant to this
Article SIXTH shall not bt deemad exclusive of any other rights to which the Indemnitee may be entitled
under any law (common or stamtory). agresment. vots of stockholders or disintersstad directors, or
otherwise, both a5 1o action in the Indemnites's offical capacity and as o action jn any other capacity
while bolding office for the Corporation, and shall cantinue as to an Indemnitee who has ocased to serve
in the capacity with respect to which the Indemnites’s right w indemnification or advancement of
expenses acarued, and shall inure to the benefit of the estata, heirs, executors and administratars of the
Indenmitee. Nothing contained in this Article SDCTH shall be decmed to prohibit, and the Corperation
is specifically authotized te enter into, agreements with officers and directors providing indemnification
rights and proceduores supplemenmtal to those set forth in this Articis SIXTH. The Cormporation may. 10
the extent authorized from time o time by it board of directors, grant indemnificaton rights o other
croployees or ageats of the Corporation or other persons serving the Corparatoo and such rights may be
¢quivalent ta, or greater or less than, those set forth in this Article SIXTH. In addition, the Corporation
may purchass and maintain insucance, at jts expense, to protect itself and any director, officer. employes .
Or agent of the Corporation or anotber carporation (inchuding any pardally or wholly owned subsidiary
of the Corporadon), partnarship, joint venture, trust o other enwaprisc (inchuding any employee benofit
Plan) against any expense, Labikity or loss incurred by such a porson in any such capacity, or arising sut
of such person's satus ag such, whether or pot the Carporation would have the power to indemnify such

person against such expence, Hability or Jass under the General Corporation Law of the State of
Delaware,
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(¢) Subsequent Events

(1) Amendments of Article or Law. Na amendment. termination or repeal of this Article SIXTH

- Ot of any relevant provisions of the General Corporation Law of the Stats of Dchwam or any other
applicable law shall affect or diminish in any way the rights of myhdm to m@:ﬂm&_ﬁ@m uuficr
the provisions of this Article SIXTH with respect to any action. suit, proceeding or investigation arising
our of or relating to any actions, wransactions or facts occutTing pror o the effactive date of soch
amendment, tenmination or repeal. If the General Corporatiop Law of the State of Delaware is mded
after adoption of this Article SIXTH to expand further the indsmnification permitted w any Indemnites,
the the Corporation shall indemnify the Indernitee to the fullest extent permitied by the General

Corporation Law of the ‘State of Delaware, as so amended, without the nead for any further action with
respoect to this Amicle SIXTH.

2) Merger or Conjolidazion. If the Caorporation {s merped into of consolidated with another
corporation and the Corporation is not the surviving corporation, the surviving cotpocation shall assume
the abligaticns of the Corporation under this Article SICTH with respect to any action, suit, procesding

or investigation arising out of or rolading to any actions, wansactions or factors occuring prior to the date
of such merger or consolidatoq.

() Invalidation

of comperent jurisdiction. then the Corporation ghall nevertheless indemmify each Indamnites as to amyy
expenses (mcluding attameys’ foss), Judgmegts. fimes and amounts paid in settlement in connection with

® Definitions

Unless deflned elsewhere In this Cerdficate of Incorportton, any term used in this Article SIXTH

and defined in Section 145(h) or () of the General Corpocation Law of the State of Delaware shall have
the meaning ascribed to such term in soch Section.

SEVENTH:  In furtherance of and not in limitation of powers confarred by stamte, it is fucther
provided that: .-

(a) Election of Directors

Elections of directors of the

. Corporation need not ba by written baller unless otherwice provided
in the by-laws of the Cocporation,

(b) Amendment of By-Laws

- Subject 1o the limjtations and exceptions, if any,

coufained in the by-laws of the Carporation, such
by-laws raay be adopted, amended or repealed by the

board of directors of the Corporation,
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(¢) Location of Carporate Books

Subject to any applicable raquireroents of the General Corparation Law of the State of Del_awzm.,
the books of the Corporation may be kept outside the State of Delaware at such location or locarions as
may be designated from tme to time by the board of directors or in the by-laws of the Corporadon.

ETGHT[- Whenever a compromise or arrangement is proposed between the Corporation and its creditors
or any class of them or between the Corporation and its stockholders or any class of themn, any coort of
equitable jorisdiction within the State of Delaware may, on the spplication in 2 summary way of the
Corporation ot of any creditor or stockhalder thexeaf or on the application of any receiver or receivers
appointed for the Corporatioh under Section 291 of Title 8 of the Delaware Code or on the application of
trustees m dissolution or of amy receiver or receivers appointed for the Cerporation under Section 276 of Title
8 of the Delaware Code, ordér a meeting of the creditors or class of creditors, and/or of the stockholders oc
class of stockholders of the Cotporation, as Me casd may be, 1o be summoned in such manner 25 te said cOLIT
directs. If a wajority in pumber represcnting three-fourths in value of the creditors or class of creditors, and/or
of the stockholders or clags of stockholders of the Corporation, as the case may be, agros 10 any compromise
or amangsmemt and 1o any reorganization of the Corporafion as a consequence of such comproraise or
arrangement, the said compromise or amangement and the said reorganization shall, if sanctioned by the court
to which the said application has been mads, be binding on all the creditons or class of creditors, andvar on all
the stockholders er class of stockholders, of the Cacporation, as the case may be, and also on the Corporation.

NINTH: The Corporation reserves the right 1o amend, alter, change or repeal any provision
i erificate of Incorporation in the manner now or hereaftar prescribed by the General

Caorporation Law of the Staw of Delaware and this Certificats of Incocporation, and all rights conferned upon
stockholders herein are granted subject 1o this reservation.

AENTH:  The name of the sole incorporator of the Corporation is Mark L. Johnson, and his
mailing address is Hale and Dorr LLP, 60 State Street, Boston, Massachuserts 021089.

IN WITNESS WHEREDF, I have herennto set my hand as of June 4, 2001,

Ph/r:;axk L.—J\Bﬁ 0
wor

Sole In
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- Secretary of State

Division of Business Services

DATE: @7/24/01

312 Eighth Avenue North I%E}E%EST IéUrélCB)ER : 4257-0400
6th Floor, William R. Snodgrass Tower FILE §S¥E /TIF}E?CE; / ZSS}B{ 33%52286
Nashville, Tennessee 37243 ESS%%E Vﬁuﬁﬁgg / T%%%l 5 gi’ /23/01 0854

TO:
HALE AND DORR, LLP
60 STATE STREET

BOSTON, MA 02109-9987

RE:
INTRADO COMMUNICATIONS

INC.
APPLICATION FOR CERTIFICATE OF AUTHORITY -
FOR PROFIT

WELCOME TO THE STATE OF TENNESSEE. THE ATTACHED CERTIFICATE OF
AUTHORITY HAS BEEN FILED WITH AN EFFECTIVE DATE AS INDICATED ABOVE.

A CORPORATION ANNUAL REPORT MUST BE FILED WITH THE SECRETARY OF STATE

ON OR BEFORE THE FIRST DATE OF THE FOURTH MONTH FOLLOWING THE CLOSE OF THE
CORPORATION’S FISCAL YEAR. PLEASE PROVIDE THIS OFFICE WITH WRITTEN
NOTIFICATION OF THE CORPORATION’'S FISCAL YEAR. THIS OFFICE WILL MAIL THE
REPORT DURING THE LAST MONTH OF SAID FISCAL YEAR TO THE CORPORATION AT THE
ADDRESS OF ITS PRINCIPAL OFFICE OR TO A MAILING ADDRESS PROVIDED TO THIS
OFFICE IN WRITING. FAILURE TO FILE THIS REPORT OR TO MAINTAIN A REGISTERED

AGENT AND OFFICE WILL SUBJECT THE CORPORATION TO ADMINISTRATIVE REVOCATION
OF ITS CERTIFICATE OF AUTHORITY.

WHEN CORRESPONDING WITH THIS OFFICE OR SUBMITTING DOCUMENTS FOR
FILING, PLEASE REFER TO THE CORPORATION CONTROL NUMBER GIVEN ABOVE.

FOR: APPLICATION FOR CERTIFICATE OF AUTHORITY - ON DATE: 07/23/01
FOR PROFIT

FEES
FROM: RECEIVED: $600.00 $0.00
HALE AND DORR
TOTAL PAYMENT RECEIVED: $600.00

6@ STATE STREET
BOSTON, MA 02109-0000 RECEIPT NUMBER: Q02912254
ACCOUNT NUMBER: 2151

20 12
00 03

e

RILEY C. DARNELL
SECRETARY OF STATE

58-4458
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APPLICATION FOR " e
CERTIFICATE OF AUTHORITY L 25 M g
C Fili . :
312 E?grﬁg:a :i/enu: North (FOR PROFIT) SE C};?;/L[f S
6'h Floor, William R. Snodgrass Tower L . '/ px ‘IEAL
Nashville, TN 37243 YRSt

For Office Usg Only

FA ’ K Ty (gl

Pursuant to the provisions of Section 48-25-103 of the Tenn

hereby applies for a certificate of authority to transact business in the State of Tennessee, and for that purpose sets forth:

essee Business Corporation Act, the undersigned corporatiori * §

1. The name of the corporation is

Intrado Communications Inc.

*If different, the name under which the certificate of authority is to be obtained is

[NOTES: The Secretary of State of the State of Tennessee may not issue a certificate of authori
name does not comply with the requirements of Section 48-

of authority under a different corporate
Section 48-14-101(d) with an additional

ty to a foreign corporation for profit if its
14-101 of the Tennessee Business Corporation Act. *If obtaining a certificate

name, an application for registration of an assumed corporate name must be filed pursuant to

$20.00 fee.]

2. The state or country under whose

law it is incorporated is Delaware

3. The date of its incorporation is

6/4/01

if other than perpetual, is

(must be month, day, and year), and the period of duration,

4. The complete street address (includini; dzip code) of its principal (%ﬁce is

6285 Lookout Rd. Bou

er 80301

Street

City State/Country Zip Code

S. The complete street address (including the coun

registered agent is

530 Gay Street, Knoxville, Tennessee {Knox County) 37902

ty and the zip code) of its registered office in Tennessee and the name of its

Street
Registered Agent_C T Corporation Sy

City State/Country Zip Code
stem

6. The names and complete business addresses

See Attachment A

(including zip code) of its current officers are: (Attach separate sheet if necessary.)

7. The names and complete busines
necessary.) See Attachment

s addresses (including zip code) of its current board of directors are: (Attach separate sheet if

A

8. Ifthe corporation commenced doing business in Tennessee prior to the approval of this application, the date of commencement

(month, day and year)

9. The corporation is a corporation for profit.

10. If the document is not to be effective upon filing by the Secretary of State, the delayed effective date/time is

(date), (time).

[NOTE: A delayed effective date shall not be later than the

90th day after the date this document is filed by the Secretary of State.]

[NOTE: This appiication must be accom
Secretary of State or other official havin

certificate shall not bear a date of more {

han two (2) months prior to the date the application is filed in this state.]

panied by a certificate of existence (or a document of similar import) duly authenticated by the
g custody of corporate records in the state or country under whose law it is incorporated. The

@/24-/01

Infrado Communications Inc.

Signature Date

Secretary and Treasurer

Signer's Capacity

$S-4431 (Rev. 7/00)

Michael D. Dingman, Jr.

Name (typed or printed)

RDA 1678

TNO21 - 8/04/00 C T System Online



OFFICERS:

George K. Heinrichs
President

Intrado Communications Inc.

6285 Lookout Rd.
Boulder, CO 80301

Michael D. Dingman, Jr.
Secretary/Treasurer

Intrado Communications Inc.

6285 Lookout Rd.
Boulder, CO 80301

SOLE DIRECTOR:

George K. Heinrichs

Intrado Communications Inc.

6285 Lookout Rd.
Boulder, CO 80301

AT e

OFFICERS & DIRECTOR OF
INTRADO COMMUNICATIONS INC.

ATTACHMENT A
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| State of Delaware
Office of the Secretary of State =~ *

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY "INTRADO COMMUNICATIONS INC." IS
DULY INCORPORATED UNDER THE LAWS OF THE STATE OF DELAWARE AND IS
IN GOOD STANDING AND HAS A LEGAL CORPORATE EXISTENCE SO FAR AS
THE RECORDS OF THIS OFFICE SHOW, AS OF THE SIXTEENTH DAY OF

JULY, A.D. 2001.

AND I DO HEREBY FURTEER CERTIFY THAT THE FRANCHISE TAXES

HAVE NOT BEEN ASSESSED TO DATE.

Harriet Smith Windsor, Secretary of State

3399282 8300 AUTEENTICATION: 1243022

010340456 DATE: 07-16-01



INTRADO INC.
6285 Lookout Rd.
Boulder, CO 80301

July 6, 2001

Intrado Inc. (f/k/a SCC Communications Corp.), a Delaware corporation, hereby consents to the

use of the name “Intrado Communications Inc.” in the State of Tennessee by Intrado
Communications Inc., a Delaware corporation.

Sincerely yours,

INTRADO INC.
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Pioneering the Technology of Informed Response

7 wosna e

:
i
i
§
s
|
g
]

4

e

3

a3

While most of the technology sector is seeing significant declines in revenue growth and
profitability, demand for SCC's products and services continues with little abatement. Our
target customer base—both within and surrounding the telecommunications industry—Ilooks
to SCC for its expertise in accurate, high-volume, mission-critical data processing and
real-time transaction services. % %

George Heinrichs
President and Chisf Executive Officer
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Company Profile

As a leading provider of innovative solutions
for data management and network transac-
tion services, SCC Communications Corp.
enables industry and government to enhance
the safety of people who call 9-1-1 for
emergency assistance. We maintain and
provide the critical data that accompanies a
9-1-1 call, ensuring that the call is routed
to the appropriate public safety agency and
enabling the dispatcher to send help.

While 9-1-1 is almost taken for granted as
a service by most of the American public
today, managing the data that makes it work
is very complex. As of March 31, 2001,

we manage the records for 100 million
telephone subscribers, served by 42 incum-
bent local exchange cariers (ILECS), com-
petitive local exchange.carriers (CLECs) and
integrated communications providers (ICPs).
Our 22 wireless customers represent 49.5
million subscribers.

Our role in the public safety industry is
expanding as SCC develops the Emergency
Communications Network (ECN) to provide
a supplemental secure and reliable transport
overlay mechanism for 9-1-1 calis, adding
new capabilities and increasing reliability for
communications providers. Our customers
will soon be able to rely on SCC's Coordinate
Routing Database (CRDB) as the most com-
prehensive, up-to-date, accurate database

in existence for correlating the latitude and
longitude of every residence, business and
other geographic landmark to the public
safety agency that covers the location,

Our range of customer solutions is growing
as we incorporate innovative telephony and
data management solutions to develop
turnkey applications, notification systems
and Web-based communications software
for a variety of markets and customers. We
are teaming up with other industry leaders
to comply with standards for 9-1-1 access
from non-traditional communication devices
and location-based information services
that are exploding in popularity, allowing
us to work with a wide variety of protocols
and infrastructures.

Wireless

The Wireless unit provides solutions to a
market sector now implementing systems to
meet Phase | and Phase I} £9-1-1 wireless
service mandates set by the Federal
Communications Commission (FCC). Those
mandates require wireless carriers to provide
accurate, specific caller-location informa-
tion. In 2000, the Wireless unit accelerated
Phase I deployment, launched Phase 1l serv-
ices and initiated development of innovative
products to support and enhance wireless
9-1-1 services. This includes a valuable |P
network enhancement to enable Public
Safety Answering Points (PSAPs) that have
on-premise Automatic Location Information
(AL) systems to compiy with Phase ||
requirements economically and quickly.
These outstanding efforts resulted in year
2000 revenue growth to $4.2 million, an
increase of 147 percent from 1999. We pro-
vide services to 22 leading wireless carriers
and, as of March 31, 2001, manage the
records for 5.9 million of their subscribers,
with 32.2 million more subscribers awaiting
E9-1-1 deployment—a tremendous revenue
potential for SCC.

Incumbent Local Exchange Carrier (ILEC)
The ILEC unit is a solid contributor to SCC's
success, providing 9-1-1 data maintenance
and network transaction services to ILECs,
including some of the Regional Bell
Operating Companies. In 2000, the ILEC
unit realized an 8 percent increase in
revenues over the previous year to $28.7
million. Strengthening SCC's competitive
stance in the market and driving additional
revenue, the value-added products the ILEC
unit rofled out were well received by cus-
tomers. SCC continues to be on the leading
edge of Number Porting and Number
Pooling processes, removing obstacles to the
complex requirements associated with local
number portability order changes and assist-
ing ILECs in virtually eliminating a tremen-
dous data-change backlog. Last year, we
reached a major milestone—providing data
for 85.8 million telephone subscribers while
maintaining the highest level of quality and
keeping service order errors at an all-time
low. In addition, we continued to enhance
our 9-1-1Net® service to strengthen our
connection to our customers.

Competitive Local Exchange Carrier (CLEC)
The CLEC unit gives its customers a critical
edge in a fiercely competitive business,
offering 9-1-1 services that are fast to
deploy and economical to maintain. In
2000, CLEC continued to be one of our
fastest growing business units, with revenue
increasing 92 percent to $7.3 million and
garnered 5.4 million subscribers. As a

result of signing new contracts and renewing
existing ones, as of March 31, 2001,

the CLEC unit manages over 6.4 million
records with more than 39 CLEC customers
including McLeodUSA, WorldCom, Time
Warner and others. In 2000, the CLEC unit
launched several new product initiatives,
including e-bonding, enhanced local number
portability (LNP) error correction and spe-
cialized consulting services to help CLECs
meet the complex requirements of enhanced
9-1-1 (E9-1-1).

Direct

The Direct business unit, charged with
providing database management and
notification services to government agencies,
has been working extensively with the state
of Texas to manage the Texas E9-1-1 data-
base. In 2000, SCC assumed management
of the data for 6.9 million revenue-generat-
ing, wireline Texas telephone subscribers,
which contributed to a 781 percent jump
in revenue to $2.9 million. Another
development, which is enabling focal
governments to provide improved public
safety management, is the successful
rollout of the enhanced Emergency Warning
and Evacuation System® ( EWES). This
service allows county and city agencies to
rapidly identify, notify and instruct geograph-
ically targeted citizens about impending
dangers through a high-capacity, outbound-
calling telephone system. In 2000, the
EWE subscriber base for this service
increased to 700,000. We anticipate grow-
ing opportunities for Direct to work with
many local and state governments to
improve data quality, 9-1-1 service levels
and notification systems that ultimately
affect the lives of their residents.



Looking Forward

Today SCC manages more emergency response data records than any other company in the world, with
exceptionally accurate data and extremely high system availability. So where do we go from here? We are
already putting our extensive experience in 9-1-1 services to work to anticipate and capitalize on new and

exciting trends in the public safety and communications industries. Qur technology is the standard that
defines “mission critical” for the industries we serve.

Now we are leveraging our expertise and expanding our role beyond communications and public safety
to meet the increasing marketplace demand for location-based information services. We wilt carry our
unequaled ability to provide accurate, real-time access to critical information——regardiess of location,

device or protocol—and move forward, pioneering the technology of informed response and embracing
the opportunities of the future.

" Commercial Services

’ '_Safety

Informed Response
The Market Opportunity
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(X]  ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934 FOR THE FISCAL YEAR ENDED DECEMBER 31, 2000

OR

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934 FOR THE TRANSITION PERIOD FROM TO

COMMISSION FILE NUMBER: 000-29678

SCC COMMUNICATIONS CORP.

(Exact Name of Registrant as Specified in Its Charter)

DELAWARE 84-0796285
(State or Other Jurisdiction of (L.R.S. Employer
Incorporation or Organization) Identification Number)
6285 LOOKOUT ROAD
BOULDER, COLORADO 80301
(Address of Principal Executive Offices) (Zip Code)
Registrant’s Telephone Number, Including Area Code: (303) 581-3600
Securities registered pursuant to Section 12 (b) of the Act: None
Securities registered pursuant to Section 12 (g) of the Act: Common stock, par value $.001 per share
(Title of Class)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d)
of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the

Registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90
days. Yes [X] No[ ]

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of Registrant’s knowledge, in definitive proxy or information
statements incorporated by reference in Part [II of this Form 10-K or any amendment to this Form 10-K. [ ]

The aggregate market value of the voting stock held by non-affiliates of the Registrant, based upon the closing
sale price of the common stock on February 28, 2001 as reported on the Nasdaq National Market, was
approximately $75,575,000.

As of February 28, 2001, the Registrant had outstanding 11,507,016 shares of common stock.




DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s preliminary proxy statement, which will be issued to stockholders in conjunction

with the 2001 Annual Meeting of Stockholders, are incorporated by reference in Part III of this Annual Report on
Form 10-K.

CAUTIONARY NOTE ABOUT FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K and the information incorporated by reference contains “forward-looking
statements™ within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities
Exchange Act of 1934. In particular, we direct your attention to Item 1. Business, Item 3. Legal Proceedings, Item
7. Management’s Discussion and Analysis of Financial Condition and Results of Operation, Item 7A. Quantitative
and Qualitative Disclosures About Market Risk, and Item 8. Financial Statements and Supplementary Data. We
intend the forward-looking statements throughout the Annual Report on Form 10-K and the information
incorporated by reference to be covered by the safe harbor provisions for forward-looking statements. All
projections and statements regarding our expected financial position and operating results, our business strategy, our
financing plans and the outcome of any contingencies are forward-looking statements. These statements can
sometimes be identified by our use of forward-looking words such as “may,” “believe,” “plan,” “will,” “anticipate,”
“estimate,” “expect,” “intend”, and other phrases of similar meaning. Known and unknown risks, uncertainties and
other factors could cause the actual results to differ materially from those contemplated by the statements. The
forward-looking information is based on flumerous assumptions and developments that are not within our control.
Although we believe that our expectations that are expressed in these forward-looking statements are reasonable, we
cannot promise that our expectations will turn out to be correct. Our actual results could be materially different
from our expectations due to a variety of factors, including the following:

. our planned investments in research, development and marketing to expand our service offerings;

. the length of our sales cycle;

. price competition from entities with substantially greater resources than us;

) the size, timing and duration of significant customer contracts;

. the number of subscriber records under our management;

. the unpredictable rate of adoption of wireless services by public safety answering points;

e the introduction and market acceptance of our and our competitors’ new products and services:

. developments in telecommunications legislation and regulations, including new interpretations of existing
laws;

o the amount and timing of expenditures to expand our infrastructure and to meet our customers’ demands;

. the success or failure of our Alliance Program;

*  technical difficulties and network downtime, including that caused by unauthorized access to our systems;
and

*  ourability to integrate new customers and assets acquired in acquisitions.

This list is intended to identify some of the principal factors that could cause actual results to differ materially from
those described in the forward-looking statements included elsewhere in this report. These factors are not intended
to represent a complete list of all risks and uncertainties inherent in our business, and should be read in conjunction
with the more detailed cautionary statements included in this Annual Report on Form 10-K under the caption “Item
1. Business — Risk Factors”, our other Securities and Exchange Commission filings, and our press releases.
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ITEM 1. BUSINESS

Overview

SCC Communications Corp. is the leading provider of 9-]-] operations support system (*OSS") services to
telecommunications carriers. Our customers include incumbent local exchange carriers (“ILECs"), competitive
local exchange carriers (“CLECs”), wireless carriers, and state and local governments in North America. We have
redefined the market for 9-1-1 0SS by creating the first and largest 9-1-1 service bureau, with over 10] million
subscriber data records under management throughout North America.

We manage the data that enables a 9-1-1 call to be routed to the appropriate public safety answering point
(“PSAP") with accurate and timely information about the caller’s identification, call-back number and location.
Each day, we receive subscriber and coverage updates from our telecommunications carrier customers, as well as

separated automatically and reviewed and analyzed by our data integrity team. The clean data is then inserted into
the 9-1-1 system, so that the call may be routed to the appropriate PSAP with the correct location and call-back

number. This complex and detailed process allows our customers to comply with regulatory mandates and to
provide additional value-added services.

We incorporated in July 1979 in the State of Colorado under the name Systems Concepts of Colorado, Inc. and
reincorporated in September 1993 in the State of Delaware under the name SCC Communications Corp.

Industry Background

Historically, telecommunications carriers in the United S:ates operated in a highly regulated environment, with
both local and long-distance service providers operating as monopalies. The desire for long-distance competition in
the 1970s led the government to force the breakup of AT&T in 1984. AT&T split into a competitive long-distance
company and seven independent Regional Bell Operating Companies (“RBOCs”), which offered local service and
local access to long-distance service providers. The Telecommunications Act of 1996 increased competition and
encouraged CLECs, long-distance carriers, wireless carriers and other communications providers to enter local
exchange markets. The Telecommunications Act of 1996 also required each RBOC to modify its systems to allow
for fair and equal access by competitive carriers. Competition caused telecommunications carriers to differentiate
their service offerings, improve service quality, decrease time to market, introduce new services and increase cost

efficiencies. In addition to updating their systems to remain competitive, some carriers began to outsource selected
functions, such as 9-1-1 OSS services.

Previously, carriers used closed and proprietary systems to operate their networks. These systems were often
mainframe-based and were not compatible with new software and technologies, such as new advanced switching
capabilities and other technologies that would allow the carrier to offer value-added services. Today, carriers need

the carriers’ ability to provide telecommunications services, manage operations, take and bill customer orders and
plan and engineer their systems. 9-1-] is another essential OSS service that requires close coordination of data and
network elements, because changes in customer service information usually require changes in the data needed for
9-1-1 service.

9-1-1 service includes the routing of emergency calls to the appropriate PSAP responsible for dispatching police,
fire and other emergency services. Most jurisdictions in the United States now provide enhanced 9-1-1 service
(“E9-1-17) which provides the wireline caller’s telephone number and location to the call taker at the PSAP. When
a caller dials 9-1-1, the call is routed through the network and queries the 9-1-1 data servers. The 9-1-1 data servers
attach the caller’s location and telephone number to the call and identify the PSAP to which the call should be
routed. The information in the data servers must be current and accurate for 9-1-1 calls to receive prompt response.
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Each time a telephone subscriber modifies its data, such as an added telephone line or change of address, the data
must be changed in the 9-1-1 database. Changes in PSAP boundaries, such as the addition of a street or a change in
the name of a street, also must be changed in the 9-1-1 database. If these changes to the 9-1-1 database are not made
accurately and in a timely manner, the response to @ 9-1-1 call could be affected. The complicated and critical
process of 9-1-1 service delivery requires coordination of data from multiple sources, review and processing of the
data. resolution of data errors and conflicts, and insertion of the data into network and mission-critical data servers.

Today, local exchange carriers must provide 9-1-1 service. According to the National Emergency Number
Association, nearly 93% of the current wireline telephone subscribers in the United States are covered by some type
of 9-1-1 service and approximately 95% of that coverage is E9-1-1 service.

The growth of the wireless telecommunications industry introduces significant new challenges to 9-1-1 service
delivery. Since a wireless caller’s location is constantly changing, the location of the caller is not as easily identified
as the fixed locations of wireline calls. The Cellular Telephone Information Association estimates that
approximately 119,000 9-1-1 calls are made each day from wireless phones. We estimate that approximately 25% of
wireless callers cannot identify the location from which they are calling. Most wireless networks must be modified
to route calls accurately to the appropriate PSAP and to provide location information.

Recognizing the public safety need for improved wireless E9-1-1 services, the Federal Communications
Commission, or FCC, in docket number 94-102 issued a Report and Order on June 12, 1996 that mandates wireless
E9-1-1 to be accomplished in two phases. Phase I requires wireless carriers to provide the PSAP receiving the call
with the 9-1-1 caller’s telephone number and the location of the cell sector from where the call was made. Phase I
allows the call to be routed to the PSAP that is near the caller and would be assigned to handle that area. Since April
1998, wireless carriers have been required to comply with the Phase I mandate within six months after a PSAP
request. Except in states which have passed specific cost recovery legislation, carrier cost recovery is no longer a
prerequisite to their obligation to provide Phase I services. Implementation of Phase [ services has been slowed for
the industry as a whole by a number of issues, including carrier cost recovery, liability protection and technology
issues. This delay has affected our ability to deploy our services on our customers' behalf.

Phase Il requires wireless carriers to locate wireless 9-1-1 callers within more precise location parameters
specified in the FCC guidelines. Under the FCC rules, wireless carriers were required to declare by October 2000
whether they will use technology in the wireless telephone handset or a network-based solution to locate wireless
9-1-1 callers. The FCC rules include a timeline for implementation that requires Phase II service to be substantially
available to requesting PSAPs by October 1, 2001. In addition to the requirements of Report and Order 94-102,
wireless carriers are motivated to implement wireless 9-1-1 services because of their desire to improve emergency
services and the increasing pressure from public safety agencies. The technology required for Phase II service can
also be used by wireless carriers to provide other value-added location services to their customers, including
location-based traffic reporting, emergency roadside assistance or other services that require the location of the
caller.

New technologies have expanded the demand for public safety services. Phase II of Report and Order 94-102
require that 9-1-1 service be provided to wireless phone users. The expansion of the internet into homes and
wireless internet devices introduces new vehicles to reach the public and the potential for increased public safety
activity. Telematics devices, which are communication devices in automobiles that can be used for location-based
services such as traffic reporting and emergency roadside assistance, are also entering the market at a rapid pace.
The Strategis Group, a Washington D.C. research firm, estimates that annual telematics revenue may be more than
52.8 billion per year by 2005. In addition, telephony products and services based on internet protocols are becoming
common elements of telecommunications infrastructure. Each of these technologies introduces public safety
challenges that are not addressed in a significant manner today.

Today carriers and other service providers, including state and local government entities, may deliver 9-1-1 data
management solutions by using their own proprietary solutions, licensing the software and managing the delivery of
public safety products and services themselves, or outsourcing their 9-1-1 OSS needs.

Our Solution

We redefined the U.S. market for 9-1-1 OSS by creating the first and largest 9-1-1 service bureau, with over 101
million subscriber data records under management throughout North America. We offer a cost-effective
outsourcing solution that covers virtually all aspects of 9-1-1 data management, including system activation, routine
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Focus on Data Integrity. The accuracy of subscriber records that identify and provide caller location
information is an essential element of 9-1-1 service. Our systems conduct more than 69 logical tests to prepare
data for use in 9-1-1 operations. Our data integrity team researches and resolves trans. ctions identified by the
System as requiring further analysis. Our data integrity team also creates and maintains boundary information.
Live 9-1-1 calls access our database to route the call to the proper PSAP and to provide timely and accurate
subscriber location information to the 9-1-] call taker.

Survivability and Reliability. We process a large volume of mission-critical transactions using highly reliable
and scalable operating platforms. We have more than 20 servers that are built with multiple layers of

our systems to our customers is monitored continuously. Since we launched our 9-1-1 data management services
in 1994, our systems for 9-1-1 service delivery have provided uninterrupted service to our customers. We also
have a comprehensive disaster recovery program for our central data administration operations.

system and large-scale internet applications for E9-1-1. In June 1996, we were the first to demonstrate data
management support for wireless systems that complied with both Phase I and Phase II of Report and Order 94-

102. We also have developed systems for the use of spatial coordinate data for use in managing and routing non-
address specific 9-1-1 calls.

Flexible Business Model. PSAPs generally pay carriers a fixed rate based on the number of subscribers
located in a particular PSAP’s jurisdiction. Our outsourcing solution allows customers to avoid costly capital
expenditures and fix their expenses for 9-1-1 services on a per subscriber basis, Additionally, we may customize
their service packages both to meet the needs of their subscribers and to comply with regulatory mandates.
Alternatively, carriers may elect to license 9-1-1 OSS software directly from us and manage the 9-1-1 data
themselves.

Neutral Solution Providing Equal Access. We are able to act as a neutral third party to carriers who must

. . s

access their competitors

Our Strategy

Our objective is to be the leading national provider of 9-1-1 OSS and other complementary and synergistic
services. We focus on developing innovative and automated solutions that provide customers with a comprehensive
system for managing large amounts of dynamic subscriber information. Key elements of our strategy are to:

Capitalize on Emerging Wireless Carrier Opportunities. We have contracts to provide Phase I wireless 9-1-1
services to 21 wireless carriers which have approximately 35 million subscribers. As of December 3 1, 2000, we
have 3.7 million live subscribers on our wireless 9-1-1 services. We believe there is a significant opportunity to
increase our wireless 9-1-1 services by implementing a larger portion of the subscribers we have under contract

-
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and signing contracts with more wireless carriers. We also intend to provide Phase [] wireless services. The
significant growth in wireless telephone users, the FCC mandate and the increased demand for enhanced
wireless service offerings present opportunities for growth in our wireless 9-]-] services,

Maintain and Extend Leadership Position in TelConnect ™ Services. We have 38 contracts to provide

9-1-1 clearinghouse services to CLECs. Under our TelConnect!s™ services, we process updates to our CLEC
customers’ 9-1-1 databases, prepare the data to conform to the ILEC’s network requirements and insert the data
into the appropriate ILEC’s 9-]-] system. Our TelConnect™™ services allow CLEC:s to grow their subscriber
bases while minimizing their investment in OSS technology infrastructure and personnel. CLECs receive the
benefit of our 9-1-1 service delivery expertise and relationships with PSAPs and others necessary to provide
9-1-1 services. We plan to build upon our position as a neutral, carrier-independent service provider by working
cooperatively with newly emerging dial tone providers, including CLECs, fixed-position wireless carriers and
cable television carriers, to increase our sales of 9-1-1 TelConnects™ services. In addition to our base
TelConnect™™ solution, we provide other value-added products and services, such as local number portability
solutions. Local number portability refers to the transfer of a telephone number from one carrier to another when
a telephone subscriber chooses to change its local exchange carrier. We initiated our Afliance Program in 1999
to parmer with OSS providers that provide complementary products, such as billing and customer care solutions,
to CLECs. We may jointly market our products and services with our alliance partners.

Provide Additional Services. ILECs, CLECs and wireless carriers, as well as state and local governmental
entities, all seek to apply emerging technologies in response to competitive pressures and regulatory mandates.
For example, we have developed off-switch routing capabilities for carriers that have deployed the advanced
intelligent network and created local number portability transaction sets in response to the local number

obtained in managing the 9-1-] OSS infrastructure for multiple carriers, we are well-positioned to continue to
develop and offer flexible, scalable solutions that allow carriers to cost-effectively support new technological
developments and regulatory mandates.

Develop Applications for New Commercial Products. By leveraging our core competency of managing
dynamic subscriber location information, we believe that we are well-positioned to expand into additional
markets outside of traditional 9-1-] OSS services. The rapid introduction of the Internet and wireless devices

into the market presents public safety challenges that are not addressed in a significant manner today. In

Expand International Operations. We believe that a significant opportunity to generate additional long-term
revenue may be created by partnering or finding other ways to interconnect telecommunications carriers with
systems integration firms to design, implement, maintain and operate effective, reliable emergency
communications systems in countries other than the United States and Canada, We intend to expand
internationally to address the needs of this market for telecommunications €mergency services.

There can be no assurances that we will achieve our objective or any of the key elements of our strategy. See
“Risk Factors.”

Our Services and Products
Our 9-1-1 OSS solution enables a 9-1-| call to be routed to the appropriate PSAP along with accurate and timely

information about the caller’s identification, call-back number and location. We receive daily service order updates
from our telecommunications carrier customers, which are changes to subscriber data such as address changes,

customer for resolution. Screened data is inserted into the 9-1-1 databases. When a 9-1-1 call occurs, it is routed to
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simultaneously send the caller’s location and call back number with the call. The data that is delivered allows
PSAPs to dispatch personnel and equipment to the emergency.

Base Services
Our base services include the following:

Systems Preparation and Administration. To begin providing 9-1-1 data management services to our customers,
we must collect, organize, review and analyze the data necessary to prepare our systems. Data preparation includes
collecting information on PSAP jurisdictional boundaries, performing a full inventory of addresses located in an
area and loading the subscriber information into our systems. To improve data quality and, consequently, 9-1-]
service, our systems run the data through over 60 automated integrity checks. We employ over 100 data integrity

analysts who resolve any data discrepancies and update the databases based on information received from customers
and related sources.

Routine Data Administration. We receive and automatically process service order updates from
telecommunications carriers on a regular basis to maintain current data in the 9-1-1 databases. Service order updates
include address changes, telephone number changes and other changes that may affect 9-1-1 call processing. We

call-back number to the 9-1-1 dispatcher at the PSAP. Our data servers also control the switch to route the call to
the appropriate PSAP.

Performance Management. We monitor and report the performance of our service operations by measuring
response time, systems availability, data accuracy and error resolution intervals, among other performance
measurements. Using these measurements as a basis, we design and implement programs to improve our services
continuously.

Mapping Services. Traditional mapping services do not provide updates to geographic information often enough
to ensure the accuracy of data in an emergency situation. Thus we maintain a team of geographic information
system experts, who work with carriers and public safety officials to document, review and analyze call routing
boundaries and specific address information. The mapping services department uses advanced tools to improve
existing mapping information with new and more detailed geographical information for optimal management of
9-1-1 call records. The mapping services department also assists in system preparation and quality control programs
to ensure that geographical information is current,

TelConnect™ Services (previously Clearinghouse Services). Our TelConnect ™ services provide a single
point of contact to process and format 9-1-] data for CLECs and independent telephone companies. CLECs and
independent telephone companies may be located in multiple communities that have diverse requirements for
delivery of 9-1-1 information. We have the processes and systems in place to deliver the data in all communities

information to SCC. We then reformat the data to comply with the destination community’s local standards, test for
detectable errors and deliver the data to the 9-1-1 data systems that serve that community. The receiving data
Systems may be operated by us or by a carrier that does not use our services or products. Our TelConnect™™
services also include measurement of certain performance criteria, which allow us and our customers to continually
improve service. To provide added value to customers, we launched LNP 2000, a program designed to assist
customers with complications in 9-1-1 processing caused by local number portability (“LNP™). Local number

Enhanced Services of SCC Public SafetyNet Operations Center ~



We offer enhancements to our 9-1-1 0SS services that provide additional features and functions through our
Public SafetyNet Operations Center. These services are targeted to specific markets and are sold either directly by
us or through our customers,

9-1-1Net®. 9-1-1Net® is an online tool that allows instant communication and makes important information
available 10 our customers and PSAPs. Through 9-1-1Net®, users can view live address routing rules, send address
updates, review inbound cal] load, error statistics and Automatic Location Information (“ALI") discrepancy reports,
and receive new product updates.

Private Switch ALl Private telephone switches (“PBXs”) create a challenge for E9-]-] operations. When a call
is placed from within a PBX, the location of the PBX itself is generally displayed to a 9-1-1 dispatcher at a PSAP
rather than the location of the specific PBX extension. In the case of large facilities such as campuses, hotels and
hospitals, emergency response personnel may not have adequate information to determine the location of the caller
quickly. Private Switch ALI allows PBX or CENTREX system managers to create and transmit appropriate data
records that identify a caller’s extension location within a facility for 9-1-1 response.

9-1-1Connect *™ . we provide wireless carriers with 9-1-1 services similar to those provided to wireline
customers and that fully comply with the FCC’s Phase | mandate. Once a wireless carrier receives an activation
request from a PSAP, our program managers develop a plan with the wireless carrier to activate service. This plan
includes development of ILEC network interconnections for both data and voice specific to the local wireless
network configuration and interface requirements. The program managers develop graphic Coverage area maps that
are superimposed on current maps of public safety agency boundaries. Routing recommendations can then be made
and coordinated with the appropriate PSAP. The result is that 9-1-1 calls are routed to the appropriate PSAP with

the callback number and cel] location of the caller. We have also developed a solution to address the FCC’s Phase 1]
mandate.

Emergency Warning and Evacuation System™_ In 1999, we began selling our Emergency Warning and
Evacuation System®™) (“EWE®™™) 14 initiate outbound calls to selected areas in the event of potential disasters
such as floods, hazardous materials incidents, industrial accidents and localized weather events. EWE®M) yses
spatially classified location information and up-to-date telephone subscriber data to deljver voice, fax and TDD
warnings to geographically targeted populations.

License Products

assurance.

Commercial Services

geographic call boundaries and operating mission-critical networks puts SCC in a unique position to address this
evolving marker. SCC’s 9-1-1 SafetyNet™™ product provides wireless carriers and other non-traditional
telecommunications service providers with the ability to properly route and deliver 9-1-1 calls throughout the United
States -- a service that is available today only on a regional or local level. Key components of 9-1-1 SafetyNet™™
include a national voice and data network overlay to rapidly and accurately deliver emergency calls throughout
North America and a nationwide 9-1-1 coordinate routing data server that provides high-speed spatial routing
determination to enable the delivery of emergency calls to the correct jurisdiction. SCC’s 9-1-1 SafetyNetSM
complements but does not replace the existing 9-1-1 infrastructure.

Service and Product Pricing



Our revenue is derived from up-front non-recurring engineering (“NRE™) services and monthly data
management services. Prior to 1998 we also generated revenue from software license agreements. We typically
enter into two- to ten-year agreements.

Service Infrastructure and Architecture

Our operations include central data administration and distributed systems for real-time 9-1-] transaction
support. Based on large scale, fault-tolerant Compaq Tandem cOmputers, our major processing systems are
configured to provide high reliability. They are also designed to provide significant capacity for continued growth
using the Tandem NSK scalable message-based architecture.

Our central data administration systems, located in Boulder, Colorado, are a key element of our 9-1-1 OSS, and
are used to perform routine data maintenance and to support new customer transition and initial system loads. We
also maintain a central monitoring facility in Boulder that operates 24 hours a day, seven days a week.

Data networks interconnecting our facility and systems i~ Boulder, SCC operated remote sysiems and SCC
client systems are based on traditional T-1 and frame relay links provided by separate, redundant carriers. To
improve reliability and survivability, the primary links are designed to have three or more backup paths to access our
distributed networks, including VSAT satellite links. A “hot-site” emergency business recovery facility has been

Distributed throughout the United States, our real-time 9-1-1 servers are located in shared, hardened computer
facilities. The systems are deployed in pairs or quads. System pairs are intentionally distributed to different

Customers

We provide our services to a range of customers, including ILECs, CLECs, wireless carriers and state and local
govermnment agencies. We also license our software to ILECs and provide 9-1-1 data management services indirectly

above. During the year ended December 3 1,2000, we recognized approximately 66% of total revenue from
continuing operations from Ameritech, BellSouth Inc. and Qwest, each of which accounted for greater than 10% of
our revenue. During the year ended December 31, 1999, we recognized approximately 81% of total revenue from
Ameritech, BellSouth Inc. and Qwest, each of which accounted for greater than 10% of our revenue. During the
year ended December 31, 1998, we recognized approximately 73% of total revenue from continuing operations from
Ameritech, BellSouth Inc. and Qwest, each of which accounted for greater than 10% of our revenue. No other
customers accounted for more than 10% of our total revenue during those years.
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Historically, we have typically entered into contracts with carriers and their affiliates to provide services to
some or all of the carrier’s operating entities, and we have a contract that governs the licensing of our proprietary
software. We currently have four revenue generating segments. Set forth below is a partial list of carriers utilizing
our services or products, which we believe are representative of our overall customer base at this time.

ILEC: Our customers include Ameritech, BellSouth Inc. and Qwest.
CLEC: Our customers include Worldcom, TriVergent Communications Inc. and Nextlink Communications Inc.

Wireless: Our customers include CommNet Cellular Inc., AT&T Wireless Services, Sprint PCS, Qwest
Wireless, Nextel and Nextel Partners

Direct:  We have a contract with the General Services Commission of the State of Texas, which was assigned,
to the Texas Commission for State Emergency Communications,

See Note 8 of our financial statements for further information regarding our reportable segments.

Sales and Marketing

Our marketing efforts target key carriers, government bodies, and PSAPs in each geographical market through
advertising in telecommunications industry publications, participation in trade shows, presentations at technical
conferences and other initiatives, Additionally, SCC employees serve as the chairpersons and members of key
standards committees related to emergency communications services. Qur sales strategy relies primarily on direct
channels of distribution for our services, although we initiated an Alliance Program in 1999 to jointly market our
TelConnec services with OSS companies who sell complementary products. We have dedicated account teams

providers through a consultative, problem-solving sales process and work closely with customers and potential
customers to determine how their needs can be fulfilled by our services. As of February 28, 2001, we employed 60
people in our sales and marketing organization. Sales cycles range from one month to over two years.

Research and Development

We direct our research and development efforts toward providing highly scalable, fault tolerant applications to
the public safety, telecommunications and wireless industries. Development efforts in process are focused on
integrating internet technology, spatial data mapping systems, advanced switching and transport elements capable of
interfacing with existing networks, and enabling the more efficient E9-1-1 OSS processes that improve data quality.
Research and development expenses totaled approximately $4,174,000, $1,740,000 and $1,376,000 for
December 31, 2000, 1999, and 1998, respectively. The 2000 costs include a portion of the costs incurred on our 9-1-

1 SafetyNet®™™ initiative. As of February 28, 2001, we employed 46 people in our research and development
organization.

Competition

The market for 9-1-1 OSS solutions is intensely competitive and we eXpect competition to increase in the future.
e believe that the principal competitive factors affecting the market for 9-1-1 OSS solutions include effectiveness
of existing infrastructure, reliability, manageability, technical features, wireless support, performance, ease of use,
price, scope of product offerings, and customer service and support. Although we believe that our solution competes
favorably with respect to such factors, we may not be able to maintain our competitive position against current and
potential competitors, especially those with significantly greater financial, marketing, service support, technical and
other competitive resources.

Our principal competitors fall generally within one of three categories:

¢ internal development departments of major carriers or consulting firms that support such departments;

* companies that offer applications featuring portions of our comprehensive set of E9-1-1 solutions; and

¢ larger companies that are either in the process of entering our market or have the potential to develop
products and services that compete with our service offerings.



~~~~~ NSO

Potential customers sometimes rely on their own internal development teams to formulate 9-1-] OSS systems or
retain consultants to undertake such a project. We believe that our 9-1-1 OSS solution competes favorably with
internally developed systems, which may be expensive to develop and maintain, may not provide a comprehensive,
reliable approach to 9-1-1 0SS services, and may not provide the flexibility to adapt readily to regulatory,
technological and market changes.

In addition, a number of companies currently market or have under development software products and services
1o provide 9-1-1 administration. We compete with a few relatively smaller companies, including
Telecommunications Systems, Inc., for the provision of 9-1-1 OSS services to wireless carriers. We also compete
with a few relatively smaller companies for CLEC 9-1-1 services, such as HBF Group, Inc. Although we expect
more significant competition to emerge in the future, we believe that, to date, none of these companies offer

products or services to compete with our current service offerings, we intend to continue to dedicate significant
resources for product and service development to expand our capabilities and stay ahead of these competitors.
Nonetheless, we expect additional competition from these established competitors and from other emerging
companies. Mergers or consolidations among these competitors or acquisitions of these companies by larger
develop products and services that may be more effective than our current or future 9-1-1 data management
solutions and our technologies and offerings may be rendered obsolete by these developments.

Finally, there are a number of competitors that currently market and sell various products and services to
telecommunications carriers, such as billing software and advanced telecommunications equipment, that have been

telecommunications software or hardware could render our services obsolete and unmarketable, particularly if the
quality of such functionality were comparable to that of our services, Furthermore, even if the 9-1-1 functionality
provided as standard features by telecommunications software or networking hardware is more limited than that of

functionality similar to our services. Many of these larger companies have longer operating histories, greater name
recognition, access to larger customer bases and significantly greater financial, technical and marketing resources
than we do. As a result, they may be able to adapt more quickly to new or emerging technologies and changes in
customer requirements, or to devote greater resources to the promotion and sale of their products and services, than
we may. We believe that the entry of these larger companies into our market may require them to undertake
operations that are currently not within their core areas of expertise, and thus expose them to significant
uncertainties in the product development process or in providing a range of products and services to
comprehensively address the 9-1-1 requirements which our services address. However, if these companies were to
introduce products or services that effectively compete with our service offerings, they could be in a position to
substantially lower the price of their 9-1-1 products and services or to bundle such products and services with their
other product and service offerings.

For the foregoing reasons, we may not be able to compete successfully against our current and future
competitors. Increased competition may result in price reductions, reduced gross margins and loss of market share,
any of which would materially and adversely affect our business, financial condition and results of operations.

Proprietary Rights

We currently have one patent application pending at the U.S. Patent and Trademark Office, which is in the
confidential approval process but has not yet been issued. We are the owner of the following registered trademarks
and service marks: 9-1-1Net®, 9-1-1 Extended Architecture®, 9-1-1 National Reference Center®, 9-1-1XA®, 9-1-
INRC® and SCC™ (stylized). We are the owner, and are seeking federal registration, of the following marks: 9-1-
1Connect ®™ 911.com ™ EWE®™ Emergency Warning and Evacuation ‘?M’, 911.net ™™, LNP2000 ™
TelConnect ™, CallMachine ™, 9.1.1 SafetyNet™™ personal SafetyNet®™), RealWorld9-1-16M), SCC™,
Intrado™, and informed response™,

Employees



As of February 28, 2001, we employed 531 full-time employees in eleven states. Of these employees, 46 were
involved in research and development, 60 in sales and marketing, 344 in technical support and operations and 81 in
administration and finance. No employees are covered by any collective bargaining agreements. We believe that our
relationships with our employees are good.

Facilities

expiring March 31, 2002. As of February 28, 2001, the annual base rent for this facility was approximately
$391,000.

RISK FACTORS

In evaluating our business, You should carefully consider the risks and uncertainties discussed in this section, in
addition to the other information presented in this Annual Report on Form | 0-K. The risks and uncertainties
described below may not be the only risks that we face. If any of these risks or uncertainties actually occurs, our

business, operating resuits or Jinancial condition could be materially adversely affected and the market price of our
common stock may decline.

Our operating results may fluctuate, causing our stock price to decline.

Our quarterly revenue and Operating results are difficult to predict and may fluctuate significantly from quarter
to quarter. We experienced a profit in 1998, but had a net loss of approximately $1.3 million in 1999 and a net loss
of $9.5 million for the year ended December 31, 2000. Therefore, you should not rely on period-to-period
comparisons of revenue or operating results as an indication of our future performance. If our quarterly revenue or

operating results fall below the expectations of the investors or securities analysts, the price of our common stock
could fall substantially.

Our operating results may continue to fluctuate as a result of many factors, including;

our planned investments in research, development and marketing to expand our service offerings;

the length of our sales cycle;

price competition from entities with substantially greater resources than us;

the size, timing and duration of significant customer contracts;

the number of subscriber records under our management;

the unpredictable rate of adoption of wireless services by PSAPs;

the introduction and market acceptance of our and our competitors’ new products and s=ervices;
developments in telecommunications legislation and regulations, including new interpretations of existing
law;

the amount and timing of expenditures to expand our infrastructure and to meet our customers’ demands;
*  the success or failure of our Alliance Program;

. technical difficulties and network downtime, including that caused by unauthorized access to our systems;
. our ability to integrate new customers and assets acquired in acquisitions.

We depend on large contracts from a limited number of significant customers and the loss of any of those
contracts would adversely affect our operating results.

We historically have depended on, and expect to continue to depend on, large contracts from a limited number of
significant customers. We provide our services to a range of customers, including ILECs, CLEGCs, wireless carriers
and state and local government agencies. We also license our software and provide 9-1-1 data clearinghouse services
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directly and indirectly to over 750 independent telephone companies. During the year ended December 31, 2000,
we recognized approximately 66% of total revenue from continuing operations from Ameritech, BellSouth Inc. and
Qwest, each of which accounted for greater than 10% of our revenue. During the year ended December 3 1, 1999, we
recognized approximately 81% of total revenue from Ameritech, BellSouth Inc. and Qwest, each of which
accounted for greater than 10% of our revenue. During the year ended December 31, 1998, we recognized

a substantial portion of our total revenue in the future. Certain contracts with these customers allow them to cancel
their contracts with us in the event of changes in regulatory, legal, labor or business conditions. Our contracts with
these customers expire in 2005. The loss of any of these customers would have a material adverse effect on our
business, financial condition and results of operations.

If we succeed in acquiring Lucent Public Safety Systems, we may experience financial or operational
problems and your ownership interest may be significantly diluted.

In October 2000, we entered into an agreement to acquire specified assets and assume specified liabilities
associated with the business of Lucent Public Safety Systems, an internal venture of Lucent Technologies Inc.
Delays in closing the transaction have necessitated the renegotiations of several deal terms. Although we have not
reached agreement on these revised terms, we are negotiating in good faith to attain that goal. However, there is a
possibility that the transaction may not be completed.

If we succeed in acquiring Lucent Public Safety Systems, the acquisition may not produce the revenues, earnings
or business synergies that we anticipate. If we decide to issue shares of our common stock to complete the

Lucent Public Safety Systems has not previously been accounted for as a separate reporting entity within Lucent
Technologies, and we are not attempting to acquire all of the assets currently used in operating the Lucent Public
Safety Systems business. As a result, we may encounter unexpected financial or operational difficulties if we
succeed in acquiring Lucent Public Safety Systems. If we issue common stock or securities convertible into
common stock to complete the acquisition, the ownership interest of existing stockholders may be diluted

significantly. Any of these outcomes could prevent us from realizing the anticipated benefits of the acquisition and
cause the market value of our common stock to decline.

Our business is subject to government regulation and other legal uncertainties, which could adversely affect
our operations.

The market for our services and products has been influenced by various laws and regulations, including:

* the adoption of regulations under the Telecommunications Act of 1996;

* the duties imposed on ILECs by the Telecommunications Act 1o open the local telephone markets to
competition;

¢ the LECs’ ("Local Exchange Carrier") responsibility to provide subscriber records to emergency service
providers under the Wireless Communications and Public Safety Act of 1999;

*  various state and local requirements; including but not limited to jurisdictions in which we are a regulated
utility and may be a party to various regulatory actions, and

* the requirements imposed on carriers by the FCC in Docket 94-102.

Therefore, any changes to such legal requirements, the adoption of new regulations by federal or state regulatory
authorities under these laws and regulations or any legal challenges to them could have a material adverse effect
upon the market for our services and products. Although these laws and regulations were designed or modified in
Some respects to expand competition in the telecommunications industry, the realization of the objectives of these
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laws and regulations is subject to many uncertainties, including renewed Congressional interest and judicial and

administrative proceedings designed to define rights and obligations, actions or inactions by ILECs and other

other delays in implementation of these laws and regulations, or other regulatory changes or similar developments
could materially adversely affect our business, financial condition and results of operations.

As part of our new initiatives to market and sell our 9-1-1 SafetyNets™ products and services, we are in the
process of obtaining certificates of operating authority in most if not all states across the United States to operate as
a telecommunications provider and to become a bona fide beneficiary of the Telecommunications Act of 1996,
including the right to interconnect with certain incumbent 9-1-1 network providers. It is our belief that these efforts

9-1-1- services generally are funded by a locally imposed monthly subscriber fee, A portion of this fee is paid
to the local carrier providing the 9-1-1 services. We generally receive a monthly fee per subscriber from our
customers for management of 9-1-] data records, allowing the carrier to match our fixed revenue stream for 9-1-1
services with a fixed cost for record management. Changes by local governments in the funding mechanism for 9-1-
I services or the parties responsible for the provision of such services could have a material adverse effect on our
business, financial condition and results of operations.

Our market is characterized by rapid technological change, and we could lose our competitive position and
fail to grow our business if we do not develop and offer new products and services.

The market for our services is characterized by rapid technological change, frequent new product or service
introductions, evolving industry standards and changing customer needs. If we are unable to develop and introduce

Substantially all of our revenue is derived from our 9-1-1 data management solution and our operating
results may depend upon our ability to continue to sell this solution.

We currently derive substantially all of our revenue from the provisioning of our 9-1-1 data management
solution to ILECs, CLECs, wireless carriers and state and local government agencies. Accordingly, we are
susceptible to adverse trends affecting this market segment, including government regulation, technological
obsolescence and the entry of new competition. We expect that this market may continue to account for substantially

9-1-1 solution, maintain and increase our market share by providing other value-added services to the market, and
successfully adapt our technology and services to other related markets. Markets for our existing services and
products may not continue to expand and we may not be successful in our efforts to penetrate new markets.

Our operating results could be adversely affected if we underestimate costs on our fixed price contracts.

12
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During the year ended December 3 1, 2000, approximately 89% of our revenue was generated on a fixed price
per subscriber basis. We generally enter into contracts with two- to ten-year terms and we generally receive a fixed
monthly fee based upon the number of subscribers and upon the services selected by the customer. Therefore, our
failure to estimate accurately the resources required for a fixed price per subscriber contract could have a material
adverse effect on our business, financial condition and results of operations.

We could incur substantial costs from product liability claims relating to our software.

commercially reasonable.

Our failure to manage our growth effectively could adversely affect our ability to increase our revenue and
could increase our operating expenses.

We have expanded our operations rapidly over the past several years, placing significant demands on our
administrative, operational and financial personnel and systems. Additional expansion by us may further strain our
management, operational, financial reporting, and other systems and resources, Our systems, resources, procedures,
controls and existing space may not be adequate to support such expansion of our operations. Our future operating
results depend substantially on the ability of our officers and key employees to manage changing business
conditions and to implement and improve our management, operational, financial control and other reporting
systems. In addition, our future operating results depend on our ability to attract, train and retain qualified
consulting, technical, sales, financial, marketing and management personnel. If our marketing strategy is successful,
we may experience difficulties responding to customer demand for services and technical support and in pace with
the development of products and services. To manage our growth, if any, we must:

* improve and enhance management information and reporting systems;
¢ standardize implementation methodologies of our operations;

* further develop and upgrade our infrastructure;

* continue to maintain customer satisfaction; and

* hire, train and manage qualified personnel.

[f we are unable to respond to and manage changing business conditions, the quality of our products and services,
our ability to retain key personnel, our business, financial condition and results of operation could be materially
adversely affected.

The market for 9-1-1 data management solutions is highly competitive, and we could lose our market position
if we fail to compete effectively.

The market for 9-1-1 data management solutions is intensely competitive and we expect competition to increase
in the future. We believe that the principal competitive factors affecting the market for 9-1-1 data management
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services include flexibility, reliability, manageability, technical features, wireless support, performance, ease of use,
price, scope of product offerings, and customer service and support. We may not be able to maintain our competitive
position against current and potential competitors, especially those with significantly greater financial, marketing,
support service, technical and other competitive resources.

Claims by other companies that our products infringe their proprietary rights could adversely affect our
financial condition.

As the number of entrants to our markets increases and the functionality of our services and products increases

P

and overlaps with the products and services of other companies, we may become subject to claims of infringement

received from the customer. Any claims or litigation, with or without merit, could be time consuming, result in
costly litigation or require us to enter into royalty or licensing arrangements. Any royalty or licensing arrangements,
if required. may not be available on terms acceptable to us, if at all, and could have a material adverse effect on our
business, financial condition and results of operations.

The market price of our common stock may experience price fluctuations for reasons over which we have no
control.

The stock market has from time to time experienced, and is likely to continue to experience, extreme price and
volume fluctuations. Recently, prices of securities of high technology companies have been especially volatile and
have often fluctuated for reasons that are unrelated to the operating performance of the affected companies. The
market price of shares of our common stock has fluctuated greatly since our initial public offering and could
continue to fluctuate due to a variety of factors, some of which are not within our control. In the past, companies

Our corporate documents and Delaware law make a takeover of our company more difficult, which may limit
the market price of the common stock,

Our charter and by-laws and Section 203 of the Delaware General Corporation Law contain provisions that
might enable our management to resist a takeover of our company. Among other things, the board of directors has
the ability to issue “blank check” preferred stock without further stockholder approval. These provisions may
discourage, delay or prevent a change in control or a change in our management. These provisions also could
discourage proxy contests and make it more difficult for you to elect directors and take other corporate actions. The
existence of these provisions could limit the price that investors are willing to pay for shares of common stock and

prevent you from realizing the premium return that stockholders may receive in conjunction with a corporate
takeover.

Our officers and directors have significant voting power and may substantially influence the outcome of any
stockholder vote.

As of February 28, 2001, members of our board of directors and our executive officers, together with members
of their families and entities that may be deemed affiliates of or related to such persons or entities, beneficially own
approximately 19.4% of the outstanding shares of our common stock. Accordingly, these stockholders are able to
influence election of our board of directors and the outcome of corporate actions requiring stockholder approval,
such as mergers and acquisitions. This level of ownership by such persons and entities may have a significant effect
in delaying, deferring or preventing a change in control and may adversely affect the voting and other rights of other
holders of common stock.

A general economic downturn could adversely affect our sales and product development.

In the last five years, the general health of the economy has been relatively strong. Growing companies have
spent unprecedented amounts of capital to keep pace with rapid technological advances. In late 2000, the economy
started to slow down. To the extent the general economic health of the United States declines from recent
historically high levels, or to the extent individuals or companies fear a decline is imminent, these individuals and

14



e —————— - it

ITEM2. PROPERTIES
Refer to the disclosure under the caption “Item 1. Business — Facilities.”
ITEM3. LEGAL PROCEEDINGS

We are not a party to any litigation that we believe could have a material adverse effect on our business or us.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted for a vote of security holders during the fourth quarter of the fiscal year covered by
this report.



PART 11

ITEMS. MARKET FOR THE REGISTRANT’S COMMON EQUITY AND RELATED
STOCKHOLDER MATTERS

Our common stock is traded on the Nasdaq National Market under the symbol “SCCX." We commenced our
initial public offering of the common stock on June 24, 1998 at a price of $12 per share. Prior to such date, there
was no public market for the common stock. The following table sets forth the high and low closing market prices
for each full quarterly period within the last two fiscal years and from January 1, 2001 through February 28, 2001,

Stock Price

2001 High Low
January 1, 2001- February 28, $ 9.75 § 4.00
2001

2000
Fourth Quarter $ 8.19 $ 4.06
Third Quarter $ 863 $ 525
Second Quarter $ 925 $ 5.06
First Quarter $ 1551 $§ 544

1999
Fourth Quarter $ 7.09 $ 5.00
Third Quarter $ 713 $ 4.00
Second Quarter $ 500 $ 3.00
First Quarter 5 638 $ 3.00

As of February 28, 2001, there were approximately 168 direct holders of record, not including shares held in
street name.

We have not paid any cash dividends on our capital stock since our inception, and do not €xpect to pay cash
dividends on our common stock in the foreseeable future. Certain covenants contained in our line of credit
agreement restrict the payment of dividends without the lender’s prior consent. Payment of future dividends, if any,

On June 24, 1998, we consummated our initial public offering of our common stock. The estimated net
offering proceeds to us after deducting the foregoing discounts, commissions, fees and expenses were $25,988,400,
of which $3,510,400 relates o the exercise of the underwriters’ over-allotment option on July 22, 1998. Through

December 31, 2000, the proceeds of the offering have been applied as follows:

Aggregate offering price £28,980,000

Direct and indirect payment to others for:
Underwriting discounts and commissions 2,028,600
Other offering expenses 963,000
Construction of building and facilities 300,000
Capital lease payment to receive discount 2,878,500
Repayment of indebtedness 4,610,000
9-1-1 SafetyNet™ [Initiative 4,800,000
Working capital 13,399,900

None of such payments were direct or indirect payments to our directors, officers, general partners or their
associates or to persons owning 10% or more of any class of our equity securities or to our affiliates.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data is qualified by reference to and should be read in conjunction with our
financial statements and notes thereto and “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” included in ltem 7. The statement of operations data for the years ended December 31, 2000,

1999 and 1998 and the balance sheet data at December 31, 2000 and 1999 are derived from, and are qualified by

reference to, the audited financial statements and notes included in Item 8. The statement of operations data for the
vears ended December 31, 1997 and 1996 and the balance sheet data at December 31, 1998, 1997 and 1996 are
derived from audited financial statements not included in this Annual Report on Form 10-K. Pro forma information

reflects results from operations as if SAB 101 had been adopted prior to January 1996.

December 31,

(amounts in thousands, except per share data) 2000 1999 1998

1997 1996

Statement of Operations Data:
Total revenue

....................................... et e 3 43,124 $ 32584 § 34449 g 27,072 $ 14,802

accounting principle.......... oo (6,418) (1,062) 3,880 4,783 937
Net eamnings (loss) per share from continuing operations
before extraordinary item and cumulative eftect of change
in accounting principle:
BASIC....ooee e 3__(05n 2010y § 053 § 2 17 S Q15
Diluted. ..o 3 (057 $_(010) 5 038 3034 3011
December 31,
(amounts in thousands) 2000 1999 1998 1997 1996
Balance Sheet Data:
Cash and cash equivalents................._. $ 503 $ 8354 § 10,266 $ 2,503 § 32
Short and long-term investments in
marketable securities...................._._. 6,939 13,158 9,815 — —_
Working capital (deficit)..................._. 12,743 18,014 17,678 (2,670) (7,.345)
Total assets ... 44,669 41,780 45,095 21,106 18,482
Long-term capital lease obligation............. L5 2,038 2,791 6,891 3,318
Total stockholders’ equity (deficit) 24,967 32,935 33,591 (11,867) (13,068)
PRO FORMA EFFECT OF CHANGE IN ACCOUNTING
PRINCIPLE: December 31,
(amounts in thousands, except per share data) 2000 199 1998 1997 199
PRO FORMA NET INCOME (LOSS) FROM CONTINUING
OPERATIONS BEFORE EXTRAORDINARY ITEM AND CHANGE IN
ACCOUNTING PRINCIPLE ....ooooooocoeoi 6418y §_ (11399 0§ 3 205  §_ 4,012 3 (252}
PRO FORMA NET INCOME (LOSS) APPLICABLE TO COMMON
STOCK oo S ___(9.500) S (1365 §_ 229 § 1104 3 (814)
PRO FORMA NET EARNINGS {LOSS) PER SHARE FROM
CONTINUING OPERATIONS BEFORE EXTRAORDINARY ITEM
AND CHANGE IN ACCOUNTING PRINCIPLE (Note 2):
BaSIC 3 (057 § (010 S 030 S_ 216 5 (0.14)
DUted oo 05 § (0100 § 031 $ 046 S (0.03)
PRO FORMA NET EARNINGS (LOSS) PER SHARE (Note 2):
Basic 3__08%) S (012 $ 036 S 059 5 (045)
Dituted S 084 S 012y g _ 022 § 013 b 0.10)
SHARES USED IN COMPUTING PRO FORMA NET EARNINGS
(LOSS) PER SHARE (Note 2):
Basic ... 11,257,718 10,989 091 —0433564 _ 1857.413 ~1.790.230
Diluted oo 11,257,718 10,989,091 10,334,556 __8 788.816 8299362

See Note 2 of notes to financial statements for an explanation of the determination of the shares used in computing

net income (loss) per share.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Overview

We are the leading provider of 9-]-1 data management services to ILECs, CLECs and wireless carriers in the
United States. We manage the data that enables a 9-1-1 call to be routed to the appropriate public safety agency
with accurate and timely information about the caller’s identification and location. We were incorporated in July
1979 in the State of Colorado under the name Systems Concepts of Colorado, Inc. and were reincorporated in

Each of our four Business Units provides an outsourcing solution for its respective customer bases. Revenue
generally includes a non-recurring initial fee ("NRE") for the design and implementation of the solution, conversion
processing of customer data. Non-recurring fees and the associated costs are recognized ratably over the life of the
contract. Our contracts also separately allow for a monthly service fee based on the number of subscriber records
under management, which is recognized in the period in which the services are rendered. Related costs are
expensed as they are incurred. We may also offer our customers enhanced products or services for which revenue js
recognized over the life of the contract. Our revenue breaks down as a percent of total revenue as follows:

Year Ended December 31,

Revenue Percent
2000 1999 1998 2000 1999 1998
ILEC Business Unit $28,757  $26,723 528,874 | 67% 82% 84%
CLEC Business Unit 7,280 3,793 1,492 17% 12% 4%
Wireless Business Unit 4.172 1,739 3,867 10% 5% 11%
Direct Business Unit 2,915 329 306 6% 1% 1%

During 2000, we changed our revenue recognition policies to comply with SAB 101. Specifically, SAB 101
requires that we defer the up-front NRE fee, certain enhancement fees and related incremental costs and recognize
them over the lives of our contracts. The adoption of SAB 101 required us to reflect a cumulative effect of change
in accounting principle as if SAB 10 had been implemented on January 1, 2000 and to restate a] of our reported
2000 quarterly results.

During the years ended December 3 1, 2000 and 1999, we: recognized approximately 66% and 8 1%, respectively,
of total revenue from Ameritech, BellSouth Inc. and Qwest, each of which accounted for greater than 10% of our
total revenue in such periods.

Historicaily, substantially all of our revenue has been generated from sales to customers in the United States.
However, we have generated revenue in Canada and intend to enter additional international markets, which may
require significant management attention and financial resources. International sales are subject to a variety of risks.

related to development costs for new commercial products, future taxable income may not be sufficient to realize

additional deferred tax assets that may be created by the projected net operating losses.

Our quarterly and annual operating results have varied significantly in the past. The variation in operating
results may likely continue and may intensify. We believe that period to period comparisons of results of operations
are not necessarily meaningful and should not be relied upon as indications of future performance. Qur operating
resuits may continue to fluctuate as a result of many factors, including the length of the sales cycles for new or
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existing customers, the size, timing or duration of significant customer contracts, fluctuations in number of
subscriber records under management, timing or duration of service offerings, rate of adoption of wireless services
by PSAPs, efforts expended to accelerate the introduction of certain new products, our ability to hire, train and retain
qualified personnel, increased competition, changes in operating expenses, changes in our strategy, the financial
performance of our customers, changes in telecommunications legislation and regulations that may affect the
competitive environment for our services, and general economic factors.

Our expense levels are based in significant part on our expectations regarding future revenue. Our revenue is
difficult 1o forecast because the market for our services is evolving rapidly and the length of our sales cycle and the
size and timing of significant customer contracts vary substantially. Accordingly, we may be unable to adjust
spending in a timely manner to compensate for any unexpected changes in operations. As of December 31, 2000,
we had incurred expenses of approximately $4.0 million in marketing, legal and research and development to
expand our product offerings with our 9-1-1 SafetyNet™™ initiative. We may spend up to an additional $5 million
on this initiative in 2001. In addition, we hired additional employees in 2000, and expect to continue hiring
additional employees during 2001. We also began leasing office space in Texas in December 1999, from which we
are performing some of our operations. In October 2000, we also leased additional office space in Colorado to
accommodate our increased personnel.

Results of Operations

Year Ended December 31, 2000 Compared to Year Ended December 31,1999

Total Company

Total revenue increased 32%, from $32.6 million in 1999 to $43.1 million in 2000. Total direct costs increased
27%, from $22.7 million in 1999 to $28.9 millicn in 2000, representing 70% and 67% of total revenue, respectively.
Our lack of profitability during 2000 was primarily due to operating losses in our direct and wireless business units
as well as due to our significant investment in our 9-1-1 SafetyNet(EM) initiative. The net impact of the SAB 101
adjustments on 2000 revenue and direct costs was a net decrease of approximately $233,000. We expect that

operating profitability may be attainable by the fourth quarter of 2001.

ILEC Business Unit

ILEC revenue increased 7%, from $26.7 million in 1999 to $28.8 million in 2000 due to an increase in the number
of records under management and from the sale of enhancements to our existing customer base. The number of
ILEC subscribers under management grew to 85.8 million, an increase of 5% from December 31, 1999. ILEC direct
costs increased 12.9%, from $14.7 million in 1999 to $16.6 million in 2000, representing 55% and 58% of ILEC
revenue for such periods, respectively. Costs increased due to the hiring of additional systems operations staff and
increased systems maintenance costs to accommodate growth. The net impact of the SAB 101 adjustments on 2000
ILEC revenue and direct costs was not material. ILEC sales and marketing expenses increased 6% from $1.7
million in 1999 to $1.8 million in 2000, representing 6% of ILEC revenue for both periods, due to an increase in
marketing projects in 2000. ILEC research and development costs increased 7%, from $355,000 in 1999 to $379,000
in 2000, representing 1% of ILEC revenue for both periods, due to increased focus by our software engineering staff
on projects for the ILEC Business Unit.

We expect ILEC revenue in 2001 to grow at a rate consistent with the our historical 2000 ILEC results. We
expect ILEC operating expenses to increase at a slower rate in 2001 than ILEC revenues as we plan to gain
incremental operating efficiencies and increase productivity.

CLEC Business Unit

CLEC revenue increased 92%, from $3.8 million in 1999 to $7.3 million in 2000 due to an increase in the number
of records under management for new and existing customers and additional revenue recognized on new customers
signed in 2000. As of December 31, 2000, we had 38 CLEC contracts representing 5.4 million subscribers. CLEC
direct costs increased 30%, from $2.0 million in 1999 to $2.6 million in 2000, representing 53% and 36% of CLEC
revenue for such periods, respectively. The dollar increase in CLEC costs was due to the hiring of additional CLEC
operations staff to assist with the continued growth in records under management. The percentage decrease in costs
was due mainly to volume efficiencies gained by the growth in records managed. The net impact of the SAB 101
adjustments on CLEC 2000 revenue and direct costs was a net decrease of approximately $453,000. CLEC sales
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and marketing expenses increased 140%, from $355,000 in 1999 to $851,000 in 2000, representing 9% and 12% of
CLEC revenue for such periods, respectively. The increase in CLEC sales and marketing expenses was due to the
hiring of additional sales and marketing personnel to accommodate the growth in the CLEC Business Unit and
increased direct marketing campaign costs. CLEC research and development costs increased 49%, from $167,000 in
1999 to $248,000 in 2000, representing 4% and 3% of CLEC revenue for such periods respectively, due to the
development of Local Number Portability ("LNP") software applications.

We expect CLEC revenue to continue to increase by approximately 50% in 2001 although we do not believe our
past margins are sustainable due to volume pricing discounts. We expect CLEC costs may increase in 2001 ata
faster rate than revenues but the margins should stabilize by the end of the year.

Wireless Business Unit

Wireless revenue increased 147%, from $1.7 million in 1999 to $4.2 million in 2000, due to an increase in the
number of records under management and services provided relating to system capacity expansion to accommodate
wireless carriers. Wireless direct costs increased 10%, from $4.1 million in 1999 to $4.5 million in 2000, due to the
hiring of additional systems operations staff and increased systems maintenance and telephone line costs to
accommodate growth. Wireless direct costs as a percentage of Wireless revenue decreased because the increase in
subscribers managed covered more of our Wireless infrastructure costs. The net impact of the SAB 101 adjustments
on Wireless 2000 revenue and direct costs was a net increase of approximately $170,000. Wireless sales and
marketing expenses increased 114%, from $560,000 in 1999 to $1.2 million in 2000, representing 32% and 29% of
Wireless revenue for such periods, respectively. The increase in Wireless sales and marketing expenses was due to
the hiring of additional sales personnel in 2000 and increased direct marketing campaign costs. Wireless research
and development costs increased 38% from $409,000 in 1999 to $563,000 in 2000, representing 24% and 13% of

Wireless revenue for such periods, respectively, due to the cost of improvements to our general wireless database
application in 2000.

We expect Wireless revenue to increase by over 100% in 2001 as we continue to work through our backlog of
deployment of Phase I and II. Direct costs may be significantly greater in 2001 than the increase in revenue in the
first half of the year; however, we expect that the business unit may generate positive operating income in the final
quarter of 2001. At December 31, 2000, approximately 12% of our subscribers under contract were live. We expect
that we will have approximately 50% of our subscribers under contract live by December 31, 2001.

Direct Business Unit

Direct revenue increased from $329,000 in 1999 to $2.9 million in 2000. Direct revenue increased due to the
transition of records in the State of Texas beginning in 2000 and delivery of the Emergency Waming and-
Evacuation®™ (EWE®™) product offering. The Direct Business Unit continued to successfully execute its strategic
plan, increasing the subscriber base in Texas to 6.9 million in 2000. The EWESM subscriber base was 700,000 as of
year-end and 1.4 million as of February 28, 2001. Direct costs increased from $1.9 million in 1999 to $5.1 million
in 2000. Costs increased due to the opening of our Texas office, hiring of additional personne! and development of
system infrastructure necessary to implement the State of Texas contract and to manage records that have been
transitioned. The net impact of the SAB 101 adjustments on 2000 Direct revenue and direct COsts was not material.
Direct sales and marketing expenses increased from $483,000 in 1999 to $1.4 million in 2000, representing 147%
and 48% of Direct revenue for such periods, respectively. The increase in sales and marketing costs was due to the
hiring of additional sales personnel to support the State of Texas contract and our EWES™ product. Direct research
and development costs increased from $809,000 in 1999 to $834,000 in 2000 due to improvements in EWE®S™
application development in 2000 after the product was launched.

We expect Direct revenue growth to slow down and we do not expect direct costs to increase in 2001.
Management is attempting to reduce direct costs and we expect that the business unit may provide positive gross
margins and break-even operating income in the final quarter of 2001.

Corporate Business Unit

Corporate general and administrative expenses increased 69%, from $4.9 million in 1999 to $8.3 million in 2000,
representing 15% and 19% of total revenue for such periods, respectively. Corporate general and administrative
expenses increased due to the addition of corporate legal personnel and outside legal fees to address legislative and
regulatory issues, the hiring of additional human resources and finance staff to accommodate headcount growth in
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2000, including growth related to 9-1-1 SaferyNet™™ and corporate consulting costs. Corporate sales and marketing
expenses increased 64%, from $2.2 million in 1999 to $3.6 million in 2000, representing 7% and 8% in total revenue
for such periods, respectively. Corporate sales and marketing expenses increased due to national tradeshow costs,
direct marketing related to 9-1-1 SafetyNet®™, and public relations charges. The increase was partially offset by the
reallocation of certain resources from marketing-related activities to legislative and regulatory affairs activities and
the reduction in headcount for general corporate product marketing. Corporate research and development of $2.2
million in 2000 represented labor and associated travel and consulting costs related to the network architecture of the
9-1-1 SaferyNetS™ product offering.

We expect our corporate general and administrative expenses and corporate sales and marketing costs in 2001
may remain at or close to our current levels. We also expect that our 9-1-1 SafetyNet®™ research and development
costs may be consistent with or below our 2000 expenses. Our corporate expenses may increase but may be a
smaller percentage of revenue in 2001.

Net other income increased 17%, from $607,000 in 1999 to $712,000 in 2000. Other income increased due to
interest income earned from investments and the reduction in interest expense related to the repayment of certain
capital leases.

The benefit for income taxes decreased from $468,000 in 1999 to zero in 2000. We expect to incur losses in the
near term in order to finance new commercial products. Future taxable income may not be sufficient to realize
additional deferred tax assets that may be created by the projected net operating losses. Consequently, our statement
of operations does not reflect tax benefits for operating losses incurred during 2000.

The loss from operations of discontinued division, net of tax, for the year ended December 31, 1999 of $226,000
represents the costs related to the final closeout of unassigned contracts related to our Premise Products Division,
which was sold in 1997, and the transition of customers to the company that acquired this division.

The cumulative effect from change in accounting principle of approximately $3.1 million in 2000 represents the
change associated with adopting SAB 101 effective January 1, 2000. This change reflects the amount of income
that had been recognized under the Company’s previously existing revenue recognition methods that would have
been deferred as of December 31, 1999 had the Company been under the guidelines of SAB 101. The income
deferred as a result of adopting SAB 101 will be recognized on varying dates through 2005. During 2000, we
recognized approximately $628,000 of this amount.

Year Ended December 31, 1999 Compared to Year Ended December 31, 1998

Total Company

Total revenue decreased 5% from $34.4 million in 1998 to $32.6 million in 1999. Total direct costs increased
12% from $20.2 million in 1998 to $22.7 million in 1999, representing 59% and 70% of total revenue, respectively.

ILEC Business Unit

ILEC revenue decreased 7%, from $28.8 million in 1998 to $26.7 million in 1999 due to a decrease in sales of
enhancements to our existing customer base. ILEC direct costs decreased 9% from $16.2 million in 1998 to $14.7
million in 1999, representing 56% and 55% of ILEC revenue for such periods, respectively, due to a reduction in
contract labor. ILEC sales and marketing expenses remained constant at $1.7 in 1998 and 1999, representing 6% of
ILEC revenue for both periods. ILEC research and development costs decreased 51%, from $727,000 in 1998 to
$355,000 in 1999, representing 3% and 1% of ILEC revenue for such periods, respectively, due to increased focus
by our software engineering staff on projects for other business units.

CLEC Business Unit

CLEC revenue increased 153%, from $1.5 million in 1998 to $3.8 million in 1999 due to an increase in the
number of records under management for new and existing customers and additional non-recurring revenue
recognized on new customers signed in 1999. CLEC direct costs increased 54% from $1.3 million in 1998 to $2.0
million in 1999, representing 87% and 53% of CLEC revenue for such periods, respectively, due to the hiring of
additional CLEC operations staff to assist with the continued growth in records under management. CLEC sales and
marketing expenses decreased 26% from $479,000 in 1998 to $355,000 in 1999, representing 32% and 9% of CLEC
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revenue for such periods, respectively. The decrease in CLEC sales and marketing expenses was due partially to the
termination of a sales person in 1999, a decrease in travel costs and a decrease in direct marketing campaign costs.
CLEC research and development costs increased 37%, from $122,000 in 1998 to $167,000 in 1999, representing 8%
and 4% of CLEC revenue for such periods, respectively, due to the development of LNP software applications.

Wireless Business Unit

Total revenue decreased 56% from $3.9 million in 1998 to $1.7 million in 1999, due to the receipt of monthly
minimum fees that expired at the end of 1998, Wireless direct costs increased 71%, from $2.4 million in 1998 to
$4.1 million in 1999. Costs increased due to the hiring of additional systems operations staff and increased Systems
maintenance and telephone line costs to accommodate growth. Wireless sales and marketing expenses increased
41%, from $398,000 in 1998 to $560,000 in 1999, representing 10% and 32% of Wireless revenue for such periods,
respectively, due to the hiring of additional sales personnel in 1999. Wireless research and development costs
increased 7%, from $381,000 in 1998 to $409,000 in 1999, representing 10% and 24% of Wireless revenue for such
periods, respectively, due to the development of improvements to our general wireless database application in 1999

Direct Business Unit

Direct revenue increased from $306,000 in 1998 to $329,000 in 1999 due to completion of the State of Texas
implementation. Direct costs increased from $266,000 in 1998 to $1.9 million in 1999. Costs increased due to the

implement the State of Texas contract. Direct sales and marketing expenses increased from $249,000 in 1998 to
$483,000 in 1999, representing 81% and 147% of direct revenue for such periods, respectively. The increase in sales
and marketing costs was due to the hiring of additional sales personnel to support the State of Texas contract and our
EWE®™ product. Direct research and development costs increased from $146,000 in 1998 to $809,000 in 1999,
Direct research and development costs increased due to the increased development efforts for the EWESM
application in 1999 before the product was launched.

Corporate Business Unit

1999, offset partially by increased legal fees associated with legislative and regulatory issues. Corporate sales and
marketing expenses increased 69% from $1.3 million in 1998 to $2.2 million in 1999 representing 4% and 7% in
total revenue for such periods, respectively due to national tradeshow costs and public relations charges. The
increased was partially offset by the reallocation of certain resources from marketing-related activities to legislative
and regulatory affairs activities and the reduction in headcount for general corporate product marketing.

Net other income increased from an expense of $294,000 in 1998 to income of $607,000 in 1999. Other income
increased due to interest income earned from investments and the reduction in interest expense related to the
repayment of certain capital leases.

The benefit for income taxes increased from $379,000 in 1998 to $468.000 in 1999. Benefits were recorded in
these years as we believed the increase in deferred tax assets would be realizable in the future.

The loss from operations of discontinued division, net of tax of $226,000 represents the costs related to the final
<loseout of unassigned contracts related to our Premise Products Division, which was sold in 1997, and the
transition of customer to the company that acquired this division.

Liquidity and Capital Resources

Since our inception we have funded our operations with cash provided by operations, supplemented by equity and
debt financing and leases on capital equipment. As of December 31, 2000, we had $12.0 million in cash and cash
equivalents and investments in marketable securities. We expect our operating cash flows to be negative during the
first half of 2001 but we expect them to turn positive in the second half of 2001 due to increased subscriber counts
as a result of our wireless deployment efforts,
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We borrowed approximately $1.1 million under our capital lease line secured by capital equipment in 2000, and
repaid $1.5 million and $1.9 million of capital lease obligations during 2000 and 1999, respectively. Additionally,
we used $6.1 million and $2.0 million in 2000 and 1999, respectively, for the purchase of capital assets and software
development. This significant increase was due to capital expenditures related to our 9-1-1 SafetyNet™™ initiative as
well as due to capital needs created by our significant increase in headcount during 2000. We anticipate that our
level of spending for capital expenditures may be slightly less in 2001. We currently have no material commitments
for capital expenditures; however, we may purchase additional systems in an effort to attain incremental operating
efficiencies, especially in our ILEC and CLEC business units and to incur additional costs and expenses in
connection with our proposed acquisition of Lucent Public Safety Systems.

We have a line of credit with a bank equal to $2.0 million, which is available to meet operating needs. The interest
rate on amounts borrowed under the line of credit is equal to the bank’s prime rate or the one, two or three month
Libor rate plus 2.25% per annum. The line of credit matures April 15,2001 and is collateralized by certain assets.
As of December 31, 2000, no borrowings were outstanding under the line of credit. We are currently negotiating the
renewal of this line of credit.

We also have a $2.0 million capital lease line with a bank, which is available to meet capital acquisition needs that
arise from normal business operations. The interest rate is equal to the bank’s cost of funds at the time of each lease,
Separate lease schedules are signed from time to time. Each lease schedule is collateralized by the assets that are
being leased. Each lease has its own termination date, typically 36 months. As of December 3 1, 2000, the entire
$2.0 million available under the capital lease line had been utilized.

During the year ended December 31, 2000, we incurred research, development and marketing expenses of
approximately $4.0 million on our 9-1-1 SafetyNet®™ initiative. We may spend up to an additional $5 million in
2001. Our primary focus will be in our Wireless business unit. We plan to accelerate our wireless de loyments and
development of our Coordinate Routing Database (“CRDB™). We may continue the 9-1-1 SafetyNet®™ initiative

over the next several years as fong as we find the customer demand meaningful enough to make the investment
worthwhile,

Although we believe that our current cash and investments, cash generated from operations and lease financing
will be sufficient to fund our anticipated working capital needs, research and development initiative and capital
expenditures for our core operations, we may seek to raise additional capital to fund our 9-1-1 SafetyNet®M product
initiative. We may seek a new capital lease line or other sources of debt or equity financing to fund this initiative. In
the event our plans or assumptions for our core operations change or prove to be inaccurate, or if we consummate
any unplanned acquisitions of businesses or assets, we may ve required to seek additional sources of capital, which

may include public and private equity and debt financings, sales of nonstrategic assets and other financing
arrangements.

In October 2000, we entered into an agreement to acquire specified assets and assume specified liabilities
associated with the business of Lucent Public Safety Systems, an internal venture of Lucent Technologies Inc.
Delays in closing the transaction have necessitated the renegotiation of several deal terms. Although we have not
reached agreement on these revised terms, we are negotiating in good faith to attain that goal. However, there is a
possibility that the transaction may not be completed. If we reach an agreement to acquire Lucent Public Safety
Systems, it may not produce the revenues, earnings or business synergies that we anticipate, especially in the near
term. Regardless, we must pay cash for the legal, accounting and other transactions costs associated with the
negotiation of the acquisition. As of December 3 1, 2000, we had deferred approximately $1 million of transaction
related costs on our balance sheet. If the transaction closes, these costs will form a part of the purchase price. If we
do not complete the acquisition, these costs will be expensed. We expect to incur additional transaction costs in
2001 in an attempt to complete the acquisition.

Recently Issued Accounting Pronouncements
Statement of Financial Accounting Standards No. 133 and No. 137

In June 1998, the Financial Accounting Standards Board, or FASB, issued Statement of Financial Accounting
Standards No. 133, “Accounting for Derivative Instruments and Hedging Activities.” SFAS 133 establishes
accounting and reporting standards for derivative financial instruments and hedging activities related to those
instruments as well as other hedging activities. It requires an entity to recognize all derivatives as either assets or
liabilities in the statement of financial position and measures those instruments at fair value. In June 1999, the
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FASB issued Statement of Financial Accounting Standards No. 137, “Accounting for Derivative Instruments and
Hedging Activities - Deferral of the Effective Date of FASB Statement No. 133 - An amendment of FASB
Statement No. 133.” SFAS No. 137 delays the effective date of SFAS No. 133 to financial quarters and financial
years beginning after June 15, 2000. We do not typically enter into arrangements that would fall under the scope of

Statement No. 133 and thus, management believes that Statement No. 133 will not significantly affect our financial
condition and results of operations.

Statement of Financial Accounting Standards No. 140

In September 2000, the FASB issued SFAS No. 140, "Accounting for Transfers and Servicing of Financial Asset
and Extinguishments of Liabilities.” SFAS No. 140 provides accounting and reporting standards for transfers and
servicing of financial assets and extinguishments of liabilities. It is effective for transfers and servicing of financial
assets and extinguishments of liabilities occurring after March 31, 2001 and is effective for recognition and
reclassification of collateral and for disclosures relating to securitization transactions and collateral for fiscal years

ending after December 15, 2000. We do not believe that this statemnent will materially impact our results of
operations.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk represents the risk of loss that may impact our financial position, results of operations or cash flows
due to adverse changes in financial and commodity market prices and rates. We are exposed to market risk in the
areas of changes in United States interest rates. These exposures are directly related to our normal operating and

funding activities. Historically and as of December 31,2000, we have not used derivative instruments or engaged in
hedging activities.

Interest Rate Risk

The interest payable on our line of credit is variable and is determined based on the lender’s prime rate or the
one, two, or three month Libor rate plus 2.25% per annum, and, therefore, is affected by changes in market interest

rates. At December 31, 2000, no amounts were outstanding under our line of credit, however, we may borrow up to
80% of qualified accounts receivable, not to exceed $2,000,000. Rates on our capital lease line are also dependent

Based on amounts invested in treasury bonds and commercial paper at December 31, 2000, if the markets were to
experience a decline in rates of 1%, we would have a resulting decline in future earnings, fair values and cash flows
of approximately $70,000.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To SCC Communications Corp.:

We have audited the accompanying balance sheets of SCC Communications Corp. (a Delaware corporation) as
of December 31, 2000 and 1999, and the related statements of operations, stockholders’ equity (deficit) and cash
flows for each of the three years in the period ended December 31, 2000. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial

We conducted our audits in accordance with auditing standards generally accepted in the United States, Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial

and significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of SCC Communications Corp. as of December 31, 2000 and 1999, and the results of its operations and its
cash flows for each of the three years in the period ended December 31, 2000, in conformity with accounting

principles generally accepted in the United States.

As discussed in the Summary of Significant Accounting Policies footnote to the financia| statements, in 2000 the
Company changed its method of accounting for revenue recognition.

/st ARTHUR ANDERSEN LLP

Denver, Colorado,
January 26, 2001.
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SCC COMMUNICATIONS CORP.
BALANCE SHEETS
(dollars in thousands)
December 31,
2000 1999
ASSETS

CURRENT ASSETS:
Cash and cash equivalents

.................................................... $ 5036 $ 8354
Short-term investments in marketable securities 6,939 12,165
Accounts receivable, net of allowance for doubtfuf accounts of approximately $184 and $58,

A A 7,166 2,255
Unbilled revenue ..., 574 846
RIS A OUET e 892 548
Deferred acquisition costs......... 1,054 —_
Deferred income taxes ... 869 653

BRI BSSELS ot 22,530 24,821

PROPERTY AND EQUIPMENT, at cost:

Computer hardware and CQUIPTIENL ..ottt 30,259 25,411
Fumniture and fixtures 1,987 933
Leasehold improvements 1.049 915
33,295 27,259

Less — Accumulated depreciation..................... (20.820) (15.753)
Total property and equipment, net 12,475 11,506

OTHER ASSETS ..o 107 86

LONG-TERM INVESTMEN — 993

DEFERRED INCOME TAXES ......ovoovo 3,206 3,423

DEFERRED COSTS 5,363 —

SOFTWARE DEVELOPMENT COSTS, net of acc
TESPECUVELY .oooovooeee 988 951

3 44660  § 41780
LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES:
P, e S 1,226 s 752
Payroll-related accruals ... . 1,144 786
Other accrued liabilities ... 2,688 1,641
Property and other taxes ................. .. . . 1,026 792
Current portion of capital lease ODHEANIONS (NOIE 6) ..ot oo T 2,107 1,971
DO MEVEI o Lo 1,596 865
Total current liabilities...............corerr. T . 9,787 6,807
CAPITAL LEASE OBLIGA .. 1,511 2,038
DEFERRED REVENUE

Total liabilities

19.972 8,845
COMMITMENTS AND CONTINGENCIES (Notes 9 and 13)
STOCKHOLDERS' EQUITY (Note 5):

Preferred stock, $.001 par value; 15,000,000 shares authorized; none issued or outstanding

Common stock, 5.001 par value; 30,000,000 shares authorized; 11,488,040 and 11,104,111 shares :
issued and OUISHANGING, TESPECHVELY .ottt 1 Il
Additional paid-in capital .. . 44,814 43,925
Common stock warrants ... 373 (33)
Stock subscriptions receivable.. (33) —
ACCUTMUIALE QEACHL....ooooovv e oo (20.468) (10.968)
TOLRl SIOCKNOIETS" €QUIY. . oo 24,697 32,935
auiy 3 44 Qgg b 41,780

The accompanying notes to financial statements are an integral part of these balance sheets.
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SCC COMMUNICATIONS CORP.

STATEMENTS OF OPERATIONS
(dollars in thousands, except per share data)

TOTAL REVENUE ...
COSTS AND EXPENSES:
Direct costs

Total costs and expenses ... . .
INCOME (LOSS) FROM OPERATIONS
OTHER INCOME (EXPENSE):

Interest and OWEr INCOME ... eeresmeeooeeoseooo
Interest and Oher eXPeNSe ........coovevecereeo
INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE INCOME
TAXES, EXTRAORDINARY ITEM AND CUMULATIVE EFFECT OF
CHANGE IN ACCOUNTING PRINCIPLE
BENEFIT FOR INCOME TAXES (Note TY oo
NET INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE
EXTRAORDINARY ITEM AND CUMULATIVE EFFECT OF CHANGE IN
ACCOUNTING PRINCIPLE.................~ "~
DISCONTINUED OPERATIONS (Note 4):
Laoss from operations of discontinued division, net of tax benefit of $100
NET INCOME (LOSS) BEFORE EXTRAORDINARY ITEM AND
CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE.........

EXTRAORDINARY LOSS FROM EARLY EXTINGUISHMENT OF DEBT, net
of tax benefit of $533

ax OF S0 .
NET INCOME (LOSS).....oo.eoooooioeteeeeeeeoeooooooooo
Dividends accrued on Series D,EandF mandatorily, redeemable convertible
preterred SIOCK.......covveeee
Common stock warrant put price adjustment ...
NET INCOME (LOSS) APPLICABLE TO COMMON STOCKHOLDERS

BASIC INCOME (LOSS) PER SHARE:
Eamings (loss) per share from continuing operations before extraordinary item
and cumulative effect of change in accounting principle ...
Loss per share trom discontinued operations ..
Loss per share from extraordinary item..................
Loss per share from change in accounting principle ..
Basic eamings (loss) per share ........._.............
DILUTED INCOME (LOSS) PER SHARE:
Eamings (loss) per share from continuing operations before extraordinary item
and cumulative effect of change in accounting principle
Loss per share from discontinued operations
Loss per share from extraordinary item...................
Loss per share from change in accounting principle
Diluted earnings (loss) PEF SHATE . _...ooiveivimiieeeee e

SHARES USED IN COMPUTING NET INCOME (LOSS) PER SHARE:
Basic

PRO FORMA EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE (Note 2):
PRO FORMA NET EARNINGS (LOSS) FROM CONTINUING OPERATIONS
BEFORE EXTRAORDINARY ITEM AND CUMULATIVE EFFECT OF
CHANGE IN ACCOUNTING PRINCIPLE ..o
PRO FORMA NET EARNINGS (LOSS) APPLICABLE TO COMMON
STOCKHOLDERS

OPERATIONS BEFORE EXTRAORDINARY ITEM AND CUMULATIVE
EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE:
Basic

Year Ended December 31,
2000 1999 1998
$ 43,124 § 32,584 % 34,449
28,868 22,736 20,200
8,869 5314 4,119
8,343 4,931 4,959
4.174 1.740 1,376
50,254 34,721 30,654
(7,130) (2,137 3,795
1,147 1,095 654
(435) (488) (948)
(6,418) (1,530) 3,501
—_ 468 379
(6,418) (1,062) 3,880
— (226) —
(6,418) (1,288) 3,880
— —_— (909)
(6,418) (1,288) 2,971
(3.082) — _—
(9.500) (1,288) 297
— — (355)
— — an
S (95000 §_ (1288 $ 23539
$ 057 % (0.10) $ 0.53
—_ (0.02) —
— —_ (0.14)
0.27) —_ e
4 3 (0.12) § 039
3 0357 § (0.10) 3 0.38
— (0.02) —
— —_ (0.09)
0.27) — -
4 S 0.12) S 029
11257718 _10989.091  _ 6433564
~LL257718  _10989091 _10334356
3 ___(6418) §  (L139) § 3205
30500 $__(365) § __ 2296
( s (0 10) 5 ____ 050
s 057y §_ 0.1y § 03]
5 (084) § 012) § 036
b (084) S 012y § 022

The accompanying notes to financial statements are an integral part of these statements.
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BALANCES. at December 31, 1997
Dividends accrued on Series D. E
and F Convertible Preferred Stock
Issuance of common stock through
Initial Public Offering, net of
issuance costs of $964 ...
Conversion of preferred stock into
common stock.............oooveea ..
Issuance of common stock upon
exercise of warrants.....................
Issuance of common stock under
Employee Stock Purchase Plan....
Issuance of common stock upon
exercise of options...................
Common stock warrant put
price adjustment ........................
Stock subscription payments
FECEIVEd ...,
Tax benefit related to disqualifying
dispositions of common stock .....
Retirement of treasury stock..........
Netincome .............o.oooeroecensi

Issuance of common stock under
Employee Stock Purchase Pian....
Issuance of common stock upon
exercise of options......................
Stock subscription payments
received ..........oooooove
Net loss
BALANCES, at December 31, 1999
Issuance of common stock under
Employee Stock Purchase Plan. ...
Issuance of common stock upon
exercise of options.......................
Issuance of common stock for
Board compensation.....................

warrants .......................
Accelerated options
Net loss

SCC COMMUNICATIONS CORP.

STATEMENTS OF STOCKHOLDERS’
FOR THE YEARS ENDED DECEMBER 3
(dollars in thousands, except share data)

EQUITY (DEFICIT)

1,2000, 1999 AND 1998

Additional Common Stock
Common Stock Paid-in Stock Subscriptions Treasury Stock
Shares Amount Capital Warrants Receivable Shares Amount
1,994,281 § 2 3 452§ — $ (99) (36,250) § (3)
2,415,000 2 25,985 _ —_ —_ —
6,188,575 6 14,938 - — — —
195,148 —_ 1,549 - —_ —_ —
61,105 — 243 — _ —_— —
68,494 — 39 — _ — —_
- — — — 40 — —
— — 117 — — — -
(36,250) —_ 3) — — 36,250 3
10,886,353 10 43,320 —_ (59) — —
38,679 — 145 —_ — — —
179,079 | 460 —_ —_ —_ —_
— — — —_ 26 — —
11,104,111 11 43,925 — (33) — —
54,386 — 216 —_ — —_ —
323,626 — 625 — — — —
5,917 — 37 — — — —_
—_ —_— —_ 373 —_ — —_
-_ _ 11 _— —_— —_— P
11,488040 § 1 3 443814 § 373 § (33) — —

e e e e e e

Total
Stockholders’
Accumuliated Equity

Deficit (Deficir)

$ (12,219 3 (1187
(355) (353)

— 25,987

—_ 14,944

- 1,549

— 243

— 39

) an

— 40

— 117

— 2971 — 2971
(9,680) 33,391

— 145

—_ 461

— 26

1,288 1,288
(10,968) 32,935
—_ 216

— 625

_— 37

—_ 373

— I
{9,500} (9.500)

£ 20468) 5 24697

The accompanying notes to financial statements are an integral part of these statements.



SCC COMMUNICATIONS CORP.

STATEMENTS OF CASH FLOWS
(dollars in thousands)

Year Ended December 31,

2000 1999 1998
CASH FLOWS FROM OPERATING ACTIVITIES:
NELIRCOME (1035)....ooooveeeone oo $ (9,500) $ (1,288) $ 2971

operating activities —
Amortization and depreciation

........................................................................................ 5,408 5117 4,315
Stock-based compensation EXPRIISE .ottt et 373 — —_
Cumulative effect of change in accounting principle ..................... . 3,082 — —

Amortization and write-off of note payable discount

. — — 1,430
Accretion of investments in marketable securities .. . (267) (284) (316)
LOSS 0N diSPOSAl OF ASSEIS ..o oo 20 53 —
Provision for estimated losses on contracts........................ . — — 7
Provision for doubttul accounts........................ " . 126 8 —_
Deferred income (aX DeNefit............cccoccoeeroos oo —_ (547) 912)
Change in —
ACCOURLS TECEIVADIE ..o . (5,037 2,557 (2,492)
Unbilled revenue..... et . 272 189 (39)
Prepaids and other........................ e te ettt e eae e (364) (38) (286)
Deferred costs.................. et e ae s e et (5,363) —_ —
ACCIUCH NADIIES ... 2,113 (462) 396
Deferred revenue ... T 6,323 (1.043) (705)
Net cash provided by (used IN) OPETAtNG ACHVItIES. .ovvvvooereeroeeee o (2,814) 4,262 4,369
CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property and EQUIPMEAL. ..o (6,097) (1,961) (2,995)
Purchase of investments in marketabie securities ., (10,764) (14,559) (14,446)
Sale of investments in marketable securities

.................. 17.250 11,500 4,947
Deterred acquisition costs

........................................................ (1,054) —_ —
Software development COSS w.........ooorvrroo (327) (497) (397)
Net cash used in investing activities .................... . .. . (992) (5.317) (12.891)
CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments on notes PAYADIC oo — — (4,986)
Principal payments on capital lease obligations.. et (1,522) (1.870) (5.038)
Proceeds from equipment financing................ 1,121 581 _—
Proceeds from exercise of stock options.... 673 461 39
Stock SUBSCTIPLON PaYMENtS 1ECEIVEd .....................oo oo —_ 26 40
Proceeds from issuance of common stock through employee stock purchase plan........... 216 145 243
Proceeds from initial public offering and overallotment, net of underwriters’ discount.... — —_ 26,951
Costs related to initial public offering — — (964}
Net cash provided by (used in) financing activitie 488 (65T) 16,285
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS .. (3,318) (1,912) 7,763
CASH AND CASH EQUIVALENTS, beginning of period....................... 8354 10,266 2.503
CASH AND CASH EQUIVALENTS, end of period ..o J 3 5036 § 8.354 $ 10,266
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for interest §__370 439 s 801
Cash paid during the period for taxes.................._ .. &__289 3 459 265
SUPPLEMENTAL SCHEDULE OF
ACTIVITIES:
Property acquired with capital leases £ U g 889 S 3488
Issuance of warrants ... . $__3713 F - S __—

The accompanying notes to financial Statements are an integral part of these statements,



SCC COMMUNICATIONS CORP.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2000

(1) ORGANIZATION, BUSINESS AND LIQUIDITY

SCC Communications Corp. (the “Company™) is a Delaware corporation. The Company is the leading provider
of 9-1-1 operations support system services to incumbent local exchange carriers (“ILECs™), competitive local
exchange carriers (“CLECs™), wireless carriers and state and local governments in the United States. The Company
manages the data which enables 9-1-1 calls to be routed to the appropriate public safety agency with accurate and
timely information about the caller’s identification and location. In addition, the Company licenzes its 9-1-1
software to carriers that wish to manage the delivery of 9-1-1 data management services in-house.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

For purposes of reporting cash flows, cash and cash equivalents include highly liquid investments with original
maturities of 90 days or less.

Investments in Marketable Securities

The Company’s investments in corporate debt securities are classified as held-to-maturity and stated at cost,
adjusted for amortization of premiums and accretion of discounts. The investments had the following values at
December 31, 2000 and 1999, respectively: ’

Amortized/ Gross Unrealized Gross Unrealized
Accreted Cost Accrued Interest Holding Gains Holding Losses Eair Value

Corporate Debt Securities, maturing

within one year $12,165,000 s - $ — $ (lu,uo0) $ 12,155,000
Corporate Debt Securities, maturing after

one year through five years 993,000 — — (2,000) 991.000
Balances at December 31, 1999 $13.158,000 8 — £ -
Corporate Debt Securities, maturing

within one year $6,939,000 $ —_ 3 5,000 M —_— $ 6,944,000
Corporate Debt Securities, maturing after

one year through five years hoord —_— — — — =
Balances at December 31, 2000 $6.939,000 s — £ 5000 E - $ 6,944 000

Property and Equipment

Depreciation of property and equipment is computed using the straight-line method over estimated useful lives
of three to five years for computer hardware and equipment, seven years for furniture and fixtures and the lesser of
the asset life or the life of the lease for leasehold improvements. The costs of repairs and maintenance are expensed
while enhancements to existing assets are capitalized. Depreciation expense totaled approximately $5,118,000,
54,888,000 and $4,174,000 for the years ended December 31, 2000, 1999 and 1998, respectively.

Deferred Acquisition Costs
Deferred acquisition costs represent direct third party costs incurred with the attempted acquisition of Lucent
Public Safety Systemns. Ifthe Company is successful, these costs will be included as a cost of the acquisition. If the

transaction is not completed, these costs will be expensed in the period that the Company abandons the transaction.

Software Development Costs



The Company expenses the costs of developing computer software until technological feasibility is established
and capitalizes all costs incurred from that time unti] the software is available for general customer release.
Technological feasibility for the Company’s computer software products is based upon the earlier of the
achievement of (a) a detailed program design free of high-risk development issues or (b) completion of a working
model. Costs of major enhancements to existing products with a wide market are capitalized while routine
maintenance of existing products is charged to expense as incurred. The establishment of technological feasibility
and the ongoing assessment of the recoverability of capitalized computer software development costs requires
considerable judgment by management with respect to certain external factors, including, but not limited to,

technological feasibility, anticipated future gross revenue, estimated economic life and changes in software and
hardware technology.

Capitalized software costs are amortized on a product-by-product basis. The annual amortization is the greater of
the amount computed using (a) the ratio that current gross revenue for a product compares to the total of current and
anticipated future gross revenue for that product, or (b) the straight-line method over the remaining estimated
economic life of the product which is typically five years. Amortization expense related to capitalized software
costs totaled approximately $290,000, $229.000 and $145,000 for the years ended December 3 1, 2000, 1999 and
1998, respectively.

Revenue and Cost Recognition

The Company generates revenue from four of its segments, or “business units”: ILEC, CLEC, Wireless and
Direct. The revenue from these business units is derived from two sources: up-front non-recurring engineering
(“NRE”) services and monthly data management services. Prior to 1998 the Company also generated revenue from
software license agreements,

The NRE service consists primarily of the clean up of the customer’s 9-1-1 data records, engineering services to
enable the customer’s legacy system to interface with SCC’s platform, building the network that will route the calls,
public safety boundary mapping, customer training and testing. The charges for these services are nonrefundable if
the contract is cancelled after the services are performed. After the initial NRE, customers often buy components of
these services, such as additional software engineering to modify the system functionality or network services to
make their network more effective and enhance their solution (“Enhancement Services”). The fees received for
NRE services and Enhancement Services are deferred and recognized as revenue ratably over the remaining
contractual term of the arrangement.

Under outsourcing solution contracts, the Company receives a monthly service fee for providing ongoing data
management services that are required to keep the records current for all subscribers, maintain and monitor the
network and support and maintain the software and systems required to provide the services. The fees received for
these monthly services are recognized as revenue in the period in which the services are rendered.

The fees received from software license agreements have been deferred and are recognized as revenue ratably
over the contractual term of the arrangements.

The Company defers incremental costs incurred in providing the NRE and Enhancement Services for which the
revenues are deferred. The deferred costs are recognized ratably over the remaining contractual term of the
arrangement. All other costs associated with generating revenue are recognized in the period incurred.

In December 1999, the Securities and Exchange Commission staff released Staff Accounting Bulletin No. 101,
“Revenue Recognition” ("SAB 101"). SAB 101 provides interpretive guidance on the recognition, presentation and
disclosure of revenue in financial statements, The Company concluded that the current revenue recognition policies
had to change to be in accordance with SAB 101. Specifically, the guidance provided by SAB 101 requires the
Company to defer the up-front NRE fee, certain enhancement fees and related incremental costs and recognize them
over the life of each contract. Prior to the adoption of SAB 101, the Company recognized revenue from the NRE
Services and Enhancement Services on the percentage of completion method over the period in which the services
were performed. The Company adopted SAB 101 during the quarter ending December 31, 2000. The adoption of
SAB 101 required the Company to reflect a cumulative effect of change in accounting principles of $3.1 million as
if SAB 101 had been implemented on January [, 2000 and to restate all of the previously reported 2000 quarterly
results.
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The cumulative effect of change in accounting principle reflects the amount of income that had been recognized
under the Company's previously existing revenue recognition methods that would have been deferred as of
December 31, 1999 had the Company been under the guidelines of SAB 10]. The pro forma effect of change in

accounting principle is presented in the Statement of Operations to present the income from operations as if the SAB
101 had been applied during all periods presented.

The following table illustrates what periods the Company originally recognized the revenue and incremental

costs which have, as a result of SAB 101, been deferred and included in the cumulative effect of change in
accounting principle.

(amounts in thousands) 1994 1995 1996 1997 1998 1999 Total

Revenue $ 170 % LO9t  § 2269 g 1,892 § 1,618 § 507 $ 7.547
Direct Costs 170 721 1.080 1,121 943 430 4463
Cumulative Effect b = 3 370 & 1,189 § 771§ 675 § 77 3 3,082

The restatement of the previously reported 2000 quarterly results reflects the net difference of fees received and
incremental costs incurred that were deferred from previous periods and recognized in the current quarter and the
fees received and incremental costs incurred in the current quarter that are deferred into future periods. The table
below illustrates the restatement of previously filed unaudited quarterly information.

For the Three Months Ended,

March 31, 2000 June 30, 2000 September 30, 2000
As SAB 101 As SAB 101 As SAB 101
(amounts in thousands) Reported  Adjustment  Restated Reported  Adjustment Restated Reported Adjustment Restated
Revenue........................ § 9325 5 (290) $ 9,033 $10,556 $ (307) $10249 [ $11,775 5 (248) $11,527
Direct Costs ................ 6,427 (142) 6,285 7275 (289) 6,986 7,657 271) 7.386

Net income before
cumulative effect of
change in accounting
principle........o..ooo........ 415) (150) (565) (1,742 (18) (1,760) (1,321 23 (1,298)

Cumulative effect of
change in accounting

principie... e — (3,082) (3,082) —_ — _ —_ — —_
Net income................... $ @15 $(3,232) $(3.647) |5(1,742) § (18) $(1,760) | $(1,321) $ 23 $(1,298)
Income (loss) per
share (basic and
diluted)........ooovvvenne.. $ (004) $ (0.29) $ (033) |5 016 $ (0.00) $ ©.16) 1% (0.12) $ (0.00) $ (0.12)

As of December 31, 2000, the Company has deferred revenue of § 10,270,000 and deferred costs of $5,363,000.
A portion of these amounts relates to contracts for which the start of the contract period has not yet been established.
As a result, the exact periods for which these amounts wil] be recognized is not yet known. The amount of deferred
revenue, net of deferred costs, relating to these contracts is approximately $1,845,000. These amounts will be fuily

recognized by December 31, 2005. The remaining deferred revenue, net of deferred costs will be recognized as
follows:

$ 913,000
738,000
657,000
500,000

254.000

Research and Development

Research and development efforts consist of salaries, supplies and other related costs. These costs are expensed
as incurred and totaled approximately $4,174,000, $1,740,000 and $1,376,000 for the years ended Dcc_ember 31,
2000, 1999 and 1998, respectively. These costs are included in the accompanying statements of operations.

Adbvertising Costs

The Company expenses advertising costs as incurred. The Company had advertising expenses of $68,000,
$27,000 and $57,000 for the years ending 2000, 1999 and 1998, respectively.
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Income Taxes

The Company follows Statement of Financial Accounting Standards No. 109 (“SFAS 109™), which requires
recognition of deferred income tax assets and liabilities for the expected future income tax consequences, based on
enacted tax laws, of temporary differences between the financial reporting and tax basis of assets and liabilities.
SFAS 109 also requires recognition of deferred tax assets for the expected future tax effects of loss carryforwards
and tax credit carryforwards. Deferred tax assets are then reduced, if deemed necessary, by a valuation allowance for
the amount of any tax benefits which, on a more likely than not basis, are not expected to be realized.

Concentration of Credit Risk

are with financial institutions that management believes are creditworthy and investments that are high-grade. The
Company’s accounts receivable are from customers that are generally telecommunications service providers;
accordingly, the Company’s accounts recejvable are concentrated in the telecommunications industry. The
Company’s principal customers (Note 12) accounted for 50% and 71% of the Company’s accounts receivable as of
December 31, 2000 and 1999, respectively. The Company has no significant financial instruments with off-balance

sheet risk of accounting loss, such as foreign exchange contracts, option contracts or other foreign currency hedging
arrangements.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States requires Mmanagement to make estimates and assumptions. These estimates affect the reported amounts
of assets and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements, and the

reported amounts of revenue and expenses during the reporting period. Actual results could differ from those
estimates.

Fair Value of Financial Instruments

Financial instruments include cash and cash equivalents, corporate debt securities, accounts receivable and debt
obligations. The carrying amounts for cash and cash equivalents and accounts receivable approximate fair market
value because of the short maturity of these instruments. The fair value of notes are estimated based on current rates
available for debt with similar maturities and securities, and at December 31, 2000 and 1999, approximates the

carrying value.
Stock Based Compensation Plans

The Company applies APB Opinion No. 25, “Accounting for Stock Issued to Employees,” (“APB Opinion No.
25") in accounting for its stock option and other stock-based compensation plans for employees and directors. The
Company has adopted the disclosure provisions of Statement of Financial Accounting Standards No. 123 (“SFAS

1237), “Accounting for Stock-Based Compensation,” for such options and stock-based plans for employees and
directors.

The Company accounts for equity instruments issued to non-employees in accordance with Statement of
Financial Accounting Standards No. 123 and Emerging Issues Task Force No. 96-18, “Accounting for equity
instruments that are issued to other than employees for acquiring, or in conjunction with selling goods and services.”



Impairment of Long-Lived Assets

The Company reviews its long-lived assets for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable from future undiscounted cash flows. Impairment losses
are recorded for the excess, if any, of the carrying value over the fair value of the long-lived assets.

Comprehensive Income

Comprehensive income (loss) includes all changes in equity (net assets) during a period from nonowner sources.
Since inception, comprehensive income (loss) has been the same as net income (loss).

Earnings Per Share

The Company presents basic and diluted earnings or loss per share in accordance with Statement of Financial
Accounting Standards No. 128 “Earnings Per Share” (“SFAS 128”), which establishes standards for computing and
presenting basic and diluted earnings per share. Under this statement, basic earnings (loss) per share is determined
by dividing net income (loss) available to common stockholders by the weighted average number of common shares
outstanding during each period. Diluted income (loss) per share includes the effects of potentially issuable common
stock, but only if dilutive (i.e., a loss per share is never reduced). The treasury stock method, using the average price
of the Company’s common stock for the period, is applied to determine dilution from options and warrants. The as
if-converted method is used for convertible securities. Potentially dilutive common stock options that were excluded
from the calculation of diluted income per share because their effect is antidilutive totaled 858,984, 1,085,747 and
51,000 in 2000, 1999 and 1998, respectively.

A reconciliation of the numerators and denominators used in computing per share net earnings (loss) from
continuing operations is as follows:

Year Ended December 31

2000 1999 1998
Numerator:
Net carnings (loss) from continuing operations betore extraordinary
itemn and change in accounting prinCiple .............coocouvevveerrveevrsrernans $ (6,418,000) $ (1,062,000) $ 3,880,000
Dividends on convertible preferred stock ...... — — (355,000)
Common stock warrant put price adjustment — — (77.000)
Numerator for basic eamings (loss) per share from continuing
operations before extraordinary Hem ...........coceeermrerrveeinrcnneeeenes. $(6418.000) $(1,062,0000 § 3448000

Denominator for basic eamings (loss) per share:
Weighted-average common shares outstanding..............coccoeerevmrenne.. 11,257,718 10,989 091 6.433,564
Denominator for diluted eamings (loss) per share:

Convertible preferred SIOCK ............oveereeeererrcre s seseeeeeeseeeeess e — — 3,051,900
Weighted-average common shares outstanding.. 11,257,718 10,989,091 6,433,564
Options issued to employees ...........ccooun....... — — 752,863
Putable common stock warrant..............c.oeeeeeenerevenenn. — —_ 96,229

Denominator for diluted earnings (loss) per share.............cc........... 11,257,718 10,989.091 10,334,556

(3) RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS
Statement of Financial Accounting Standards No. 133 and No. 137

In June 1998, the Financial Accounting Standards Board, or FASB, issued Statement of Financial Accounting
Standards No. 133, “Accounting for Derivative Instruments and Hedging Activities.” SFAS 133 establishes
accounting and reporting standards for derivative financial instruments and hedging activities related to those
instruments as well as other hedging activities. It requires an entity to recognize all derivatives as either assets or
liabilities in the statement of financial position and measures those instruments at fair value. In June 1999, the
FASB issued Statement of Financial Accounting Standards No. 137, “Accounting for Derivative Instruments and
Hedging Activities - Deferral of the Effective Date of FASB Statement No. 133 - An amendment of FASB
Statement No. 133.” SFAS No. 137 delays the effective date of SFAS No. 133 to financial quarters and financial
years beginning after June 15, 2000. The Company does not typically enter into arrangements that would fall under
the scope of Statement No. 133 and thus, management believes that Statement No. 133 will not significantly affect
the Company’s financial condition and results of operations.

Statement of Financial Accounting Standards No. 140
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In September 2000, the FASB issued SFAS No. 140, "Accounting for Transfers and Servicing of Financial Asset
and Extinguishments of Liabilities." SFAS No. 140 provides accounting and reporting standards for transfers and
servicing of financial assets and extinguishments of liabilities. It is effective for transfers and servicing of financial
assets and extinguishments of liabilities occurring after March 31, 2001 and is effective for recognition and
reclassification of collateral and for disclosures relating to securitization transactions and collateral for fiscal years

ending after December 15, 2000. The Company does not believe that this statemnent will materially impact its results
of operations.

(4) DISCONTINUED OPERATIONS

On June 30, 1997, the Company sold the net assets of its Premise Products Division. The sale resulted in a net
loss of $2,032,000. Net losses from operations of this division totaled $226,000 in 1999 resulting from final closeout
of unassigned contracts and the transition of customers to the company that acquired this division.

(5) STOCKHOLDERS’ EQUITY (DEFICIT)

Common Stock and Preferred Stock

The Company is authorized to issue up to 30,000,000 shares of common stock and 15,000,000 shares of

undesignated preferred stock. In 1998 the Company retired 36,250 shares of treasury stock with a carrying value of
$3,000.

In June 1998, the Company completed its initial public offering. In this offering the Company issued 2,415,000
shares of its common stock and received proceeds of approxiinately $25,897,000, net of issuance costs of
approximately $964,000.

Mandatorily Redeemable, Convertible Preferred Stock

In connection with the Company’s initial public offering in June 1998, the Company’s mandatorily redeemable
convertible preferred stock was converted on a one-for-one basis to common stock. Activity for 1998, 1999 and
2000 is as follows:

Shares Issued and Qutstanding

Series A Series B Series C Series D Series E Series F Total
BALANCES, at December 31,
1997 e 1,515.152 1,010,101 442328 912,123 1,083 381 1,225,490 6,188,575
Conversion of preferred stock to
COmmOon Stock .......ccveveenrivenenn. (1,515,152) _(1.010.101) (442.328) (912,123) (1.083381) _ {1.225490) _ (6,188575)

BALANCES, at December 31,
1998, 1999 and 2000.................. — — — — _

The activity related to the liquidation or redemption value of Series A through Series F Convertible Preferred
Stock for the periods ended December 31, 1998, 1999 and 2000 is as follows:

Liquidatipn or Redemption Value
Series A Series B Series C Series D Series E Series F Total

BALANCES, at December 31,
1997 e $ 1,500,000 $ 1,000.000 $ 730,000 $§ 2,371,000 $ 3,255000 $ 5,733,000 $ 14,589,000
Dividends accrued on

Series D, Eand F

Convertible Preferred

StOCK e —_ — — . 62,000 101,000 192,000 355,000
Conversion of Series A-F

Convertible Preferred Stock to

Common Stock...........ceeune.... (1,500,000) _ (1,000.000) (730.000) {2.433.000) (3.356.000) (5.925.000) (14,944 000)
BALANCES, at December 31,
1998, 1999 and 2000 ................ $ — 3 - 3 = 3 — $ — ¥ — $ —

Until the mandatorily redeemable, convertible preferred stock was converted, dividends of 8% per year were
accrued that would be due upon liquidation or redemption.

Stock Subscriptions Receivable



In September 1997, in connection with the sale of the Company’s Premise Products Division, several former
employees of the Company signed full recourse promissory notes to the Company to exercise their vested stock
options. The notes accrue interest at 6.07% per annum although no accrual had been recorded as of December 31,

2000. The Company extended the due date on the notes to March 20, 1999 and is pursuing collection of the note
that remains unpaid.

Warrants

During the second quarter of 2000, the Company issued a warrant to purchase 100,000 shares of the Company’s
common stock to an investor relations consulting firm for services to be provided over one year. Management
estimated the fair value of the warrant to be $273,000 using the Black-Scholes option pricing model. The fair value
of the warrant was recorded as a prepaid expense and is being amortized as general and administrative expense over

the one-year service period on a straight-line basis. The warrant has an exercise price of $6.031 per share and
expires in April 2002.

The Company issued another warrant during the second quarter of 2000 to purchase 36,590 shares of the
Company’s common stock to a marketing firm. Management estimated the fair value of the warrant to be $100,000
using the Black-Scholes option model. The fair value of the warrant was expensed as marketing costs as services

were provided during the three months ended September 30, 2000. The warrant has an exercise price of $6.031 per
share and expires in April 2002.

The Company computed the fair value of these warrants using the Black-Scholes option pricing model and the
following weighted average assumptions:

2000
Risk-free interestrate ........ccoevveenreecnenna. 6.00%
Expected dividend yield ......ccooeceecurreunnn.ne. 0.00%
Expected lives outstanding .. 2 years
Expected volatility.........ocovveecrivncncnrnnn 78.00%

Director Compensation

The Company reimburses its directors for all reasonable and necessary travel and other incidental expenses
incurred in connection with their attendance at meetings of the board and committees of the board. In addition, all
board members are eligible for compensation equal to $1,000 for each board meeting attended in person and $500
for each telephonic board meeting. Such compensation is payable in cash or stock at the director’s discretion.
Board members may be paid additional amounts for consuiting services that extend beyond their normal board
duties, although no such payments were made to date. During 2000, the Company issued 5,917 shares of common
stock for board compensation totaling approximately $37,000.

Accelerated Options

During 2000, the Company entered into a severance agreement with an employee. As part of this agreement, the
Company accelerated the vesting of some of the employee’s stock options and charged $11,000 to additional paid-in
capital for this transaction. The employee did not exercise the options and the options expired in December 2000.

Stock Option Plan

The Company adopted the 1998 Stock Incentive Plan (“1998 Plan”) effective June 23, 1998, which is a
successor to the Company’s 1990 Option Plan. As of December 31, 2000, a total of 4,010,330 shares have been
authorized for issuance under the 1998 Plan, including shares authorized under the 1990 Option Plan. The shares
reserved for issuance will increase automatically on the first trading day of each calendar year, beginning with the
1999 calendar year, by 3% of the number of shares of common stock outstanding on the last trading day of the
immediately preceding calendar year. The share reserve was increased by 333,123 and 325,590 shares under this

provision in 2000 and 1999 respectively. The 1998 Plan allows for issuances of options to officers, non-employee
Board members and consultants.

Employee Stock Purchase Plan
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On March 18, 1998, the Company adopted an employee stock purchase plan (“ESPP”) under which eligible
employees may contribute up to 10% of their salaries through payroll deductions to purchase shares of the
Company’s common stock. The first offering period of the ESPP began March 1, 1998 and ended on December 3 1,
1998. Thereafter, offering periods will be successive six month periods. At the end of each offering period, amounts
contributed by employees will be used to purchase shares of the Company’s common stock at a price equal to 85%
of the lower of the closing price of the common stock on the first day or last day of the offering period. The
Company’s board of directors has authorized the issuance of up to 200,000 shares under the ESPP and may
terminate the ESPP at any time. At March 1 of each year, the shares available under the ESPP will be restored to
200,000, although the Company’s board of directors may elect to restore a lesser number of shares. The Company
issued 54,386, 38,679 and 61,105 shares under the ESPP in 2000, 1999 and 1998, respectively.

Statement of Financial Accounting Standards No. 123 (“SFAS 123™)

SFAS 123, “Accounting for Stock-Based Compensation,” defines a fair value based method of accounting for
employee stock options or similar equity instruments. However, SFAS 123 allows the continued measurement of
compensation cost for such plans using the intrinsic value based method prescribed by APB Opinion No. 25,
provided that pro forma disclosures are made of net income or loss assuming the fair value based method of SFAS
123 had been applied. The Company has elected to account for its stock-based compensation plans under APB 25;
accordingly, for purposes of the pro forma disclosures presented below, the Company has computed the fair values

of all options granted under the 1998 Plan during 2000, 1999 and 1998, using the Black-Scholes option pricing
model and the following weighted average assumptions:

2000 1999 1998
Risk-free interest rate..........c.......ocoouvveenenn... 6.07% 5.40% 4.71%
Expected dividend yield..... 0.00% 0.00% 0.00%
Expected lives outstanding 4.2 years 4.8 years 4.4 years
Expected volatility..........cooocovvericeeieenn. 107.900% 78.614% 66.004%

To estimate lives of options for this valuation, it was assumed options will be exercised upon becoming fully
vested and ail options will eventually become fully vested. Cumulative compensation costs recognized in pro forma
net income or loss with respect to options that are forfeited prior to vesting is adjusted as a reduction of pro forma
compensation expense in the period of forfeiture. The expected volatility refers to the volatility of the Company’s
common stock over the expected life of a given option. [n 1998 and 1999, the Company’s common stock was not
yet traded for an extended period of time, thus the expected market volatility was based on the stock prices of
companies whose operations are similar to the Company’s. In 2000, the Company used the actual volatility of its
common stock over a one year period to estimate the volatility of options issued. Actual volatility of the Company’s
common stock may vary. Fair value computations are highly sensitive to the volatility factor assumed; the greater
the volatility, the higher the computed fair value of options granted.

The total fair value of options granted under the 1998 Option Plan was computed to be approximately
$6,769,000, $2,630,000 and $1,406,000 for the years ended December 31, 2000, 1999 and 1998. respectively. These
amounts are amortized ratably over the vesting periods of the options or recognized at date of grant if no vesting

period is required. Pro forma stock-based compensation, net of the effect of forfeitures, was $1,271,000, $496,000
and $417,000 for 2000, 1999 and 1998, respectively.

The following table summarizes information about the options outstanding at December 31, 2000:

Options Qutstanding Options Exercisable
Weighted
Average Weighted Weighted
Number Remaining Average Number Average
Range of Outstanding Contractual Exercise Exercisable Exercise
Exercise Prices at 12/31/00 Life Price at 12/31/00 Price
5030 —300....ccciiin 296,081 3.83 years S L.73 296,081 $ 173
$3.63—4.50...... 118,256 8.13 years 3385 54,946 3.78
$4.94 —494 ... 234,612 8.58 years 4.94 79,043 4.94
$5.00 —6.06...... 186,795 9.18 years 5.79 12,961 5.39
$6.13—6.13 ... 298,500 9.05 years 6.13 46,440 6.13
$6.28 —6.63 ...... 83,000 9.55 years 6.42 160 6.50
$6.75—6.75 ... 785,145 9.78 years 6.75 _ —
$750— 1025 . 172,749 8.07 years 7.90 68,029 7.66
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A summary of stock options under the 1998 Plan as of December 31, 2000, 1999 and 1998 and changes during
the years then ended are presented below:

2000 1999 1998
Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Shares Price
Outstanding at beginning
of year ... $ 415 1,339,880 $ 362 1,106,610 $3.03
Granted...... . 6.64 740,364 5.15 379,211 5.81
Exercised... . 1.92 (179,079) 2.56 (68,494) 0.54
Canceled 5.65 (245.301) 5.43 (77.447) 8.64
Outstanding at end of
)L ST —2190734  § 567 1,655,864 $.4.15 1.339.880 $.3.62
Weighted average fair
value of options
granted............cooooriennnnnn. I 506 338 s 319

If the Company had accounted for its stock-based compensation plan in accordance with SFAS 123, the
Company’s net income (loss) from continuing operations would have been reported as follows:

2000 1999 1998

Net income (loss) from continuing operations before

extraordinary item and change in accounting

principle:

AS TEPOMEG.......ooiviieicrirre e $ (6,418,000) $(1,062,000) § 3,880,000

Pro forma ... § (7,689,000) $(1,373,000) $ 3,619,000
Basic net income (loss) per share from continuing

operations before extraordinary item and change in

accounting principle:

AS FEPOMEA. ..ottt eee e $ (0357 § (0.10) h) 0.53

Pro forma ..ot § (0.68) $ (012 $ 0.50

Diluted net income (loss) per share from continuing
operations before extraordinary item and change in
accounting principle:
AS TEPOMEA. ...ttt 3 (057 $ (010 3 0.38
Proforma.. ..., 5 (0.68) 5 (012 $ 0.35

(6) CAPITALIZED LEASE OBLIGATIONS

At December 31, 2000 and 1999, capital lease obligations consisted of the following:

December 31
2000 1999

Capitalized lease obligations for equipment due on various dates through November 1, 2003,
minimum monthly payments in varying amounts, currently approximately $235,000 including
imputed interest ranging from 7.75% to 9.50% per annum, collateralized by the related assets
with a net book value of 53,646,000 and $3,838,000, TESPECUVELY .o, $ 3,618000 S 4,009,000

The Company prepaid its $4,000,000 note payable to Banc One Capital Partners I, LLC on June 30, 1998 and
incurred a prepayment premium equal to 4% of the amount, totaling $160,000. In addition, the Company wrote-off
the remaining debt discount related to the note payable of $1,282,000. The prepayment penalty and write-off of the

debt discount totaling $1,442,000 were recorded as an extraordinary item, net of the related income tax benefit of
$533,000.

Maturities of capital lease obligations as of December 31, 2000, are as follows:

2001 et e $ 2,338,000
2002 ... 1,242,000
2003 e 359.000
Total minimum lease payments. 3,939,000
Less — Amount related to interest.... (321,000}
Principal portion of future obligations... 3,618,000
Less — Current portion............ocoeeeeeveeeeerereeo, (2,107.000)
$ 1511000
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(7) INCOME TAXES

The Company has operated in three countries, the United States, Canada and Australia. For income tax return
reporting purposes, the Company has approximately $16,923,000 of net operating loss carryforwards and
approximately $801,000 of tax credit carryforwards available to offset future federal taxable income or federal tax
liabilities in the United States. The research and development credit and net operating loss carryforwards expire at
various dates through 2020.

Deferred income tax assets and liabilities at December 31, 2000 and 1999, were as follows:

December 31
2000 1999
Current -
Accrued liabilities and other...............ooeeiivenn... $ 844,000 $ 640,000
Deferred revenue............ooeoeeeviviuiveeosioeeeiien 26,000 70,000
Less — Valuation allowance ...........c...ccoovvveennen.. — (57,000)
870,000 653.000
Noncurrent -
Depreciation differences............cccovev..... . (943.,000) (1,057,000)
Net operating loss carryforwards .... . 6,261,000 4,150,000
Tax credit carryforwards.......... . 801,000 723,000
Deferred revenue .................. . 1,135.000 —_
Less — Valuation allowance ...........cccoccoeeennnn.. (4,048.000) (393.000)
3,206,000 3.423.000
3 _4.076,000 3 4.076,000

During the year ended December 31, 2000, the Company did not record an income tax benefit for any currently
generated net operating loss carryforwards or net increases in deferred tax assets as the Company believes the
criteria for recognition was not met. This was affected by increasing the valuation allowance to completely offset
the increase in the Company's net deferred tax assets. As of December 31, 1999 and 1998, the Company believed it
was more likely than not that its net deferred tax assets at those dates would be realized. During the year ended
December 31, 1998, the Company reversed $1,689,000 of the deferred tax asset valuation allowance as the
Company believed the criteria for recognition of its net deferred tax assets had been met. However, the Company
continued to record a valuation allowance of $393,000 as of December 3 1, 1999 related to certain foreign tax credits
the Company did not feel were realizable.

The components of the benefit for income taxes attributable to income from operations as of December 31, 2000
1999 and 1998, were as follows:

1)

December 31
1999 1998

3

Current provision...............ceeo.o..... — $ -—
Deferred benefit, federal and state . (468.000) (912.000)

Income tax benefit..........coocooveeeeevenennn., $__(468000) § {912.000)

The components of the provision (benefit) for income taxes attributable to income from discontinued operations
as of December 31, 2000, 1999 and 1998, were as follows:

December 31
2000 1999 1998

Deferred benefit —
Federal ......coococoo..e... § ___— $£(00000) §  —

A reconciliation of income tax benefit computed by applying the federal income tax rate of 34% to income from
continuing operations before income taxes as of December 31, 2000, 1999 and 1998, is as follows:

December 31
2000 1999 1998
Computed normat tax (benefit) provision ............. $ (3,230,0000 $ (631,0000 £ 700,000
Tax effect of permanent differences and other....... (83,000) 124,000 9,000
State tax, net of federal tax impact........................ (285,000) (61,000) 68,000
Change in valuation ailowance attributable to
CONtINUING OPETatioNns .........ccoovrvevivrerverererannne 3,598,000 — a 682 000)

Income tax benefit............cooocoeiiiiieicc . 3 — $_ _(568,0000 § _(912,000)



The benefit for income taxes is attributable to continuing operations and discontinued operations in 2000, 1999
and 1998 is as follows.

December 31

2000 1999 1998
Provision (benefit) attributable to continuing operations..................... by — $ (468,000) § 777,000
Change in valuation allowance attributable to continuing operations.. — — (1,689.000)
Net benefit attributable to continuing operations................ccooooveunnn.. — (468.000) (912.000)
Benefit attributable to discontinued operations.............c..c.ocooveernveenn.n. — (100,000) —_
Change in valuation allowance attributable to discontinued operations — — —
Net provision attributable to discontinued operations.......................... — (100.000) —

Total income tax benefit

............................................................ s —_— i= g;m) §=Mgg
(8) REPORTABLE SEGMENTS

The Company has five reportable segments, or “business units”: ILEC, CLEC, Wireless, Direct, and Corporate.
The Company measures its reportable business units based on revenue and costs directly related to each business
unit. Substantially all of the Company’s customers are in the United States. The Company’s business units are
segmented based on the type of customer each business unit serves. The ILEC, CLEC and Wireless Business Units
address ILEC, CLEC and wireless carriers, respectively. The Direct Business Unit addresses sales, either directly or
indirectly, to state and local government entities. The Corporate Business Unit captures costs that are not directly

related to a specific business unit. These segments are managed separately because the nature of and resources used
for each segment is unique.

Revenue and costs are segregated in the Statement of Operations for the reportable segments. The Company
does not segregate assets between the segments as it is impractical to do so.
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For the year ended December 31, 2000:

(dollars in thousands) ILEC CLEC WIRELFSS DIRECT CORPORATE | TOTAL
Revenue 3 28,757 |$ 7,280 (% 4,172 |$ 2915 IS — I3 43,124
Direct costs 16,607 2,620 ,525 3,116 _ 28,868
Sales and marketing 1,830 851 1,153 1,406 3,629 8,869
General and

administrative —_ _— —_ —_ 8,343 8.343
Research and

development 379 248 363 834 2,150 4,174

Total 18,816 3,719 6,241 7,356 14,122 50,254

Operating income (loss) 9,941 3,561 (2,069) (4,441) (14,122) (7,130)
Other income, net — — — — 712 712
[ncome (loss) betore

income taxes 9,941 3,561 (2,069) (4,441) (13,410) (6,418)
Income taxes — —_ —_ _— _— —_—
Net income (loss) from

operations before

cumulative effect of

change in accounting

principle 9.94] 3.561 (2.069) (4,441) (13410} (6,418)
Cumulative effect of

change in accounting

principle (1,663) (413) (887) (119) — (3.082)

Net income (loss) h 8278 13 3,148 |3 (2.956) |§ (4.560) (S (13.410) |8 (9.500

For the year ended December 3 1, 1999:

(doliars in thousands) ILEC CLEC WIRELESS DIRECT CORPORATE TOTAL
Revenue $ 26,723 |§ 3,793 |$ 1,739 i3 329 |3 — |3 32,584
Direct costs 14,745 2,031 4,069 1,891 — 22,736
Sales and marketing 1,696 355 560 483 2,220 5314
General and

administrative — —_ —_ — 4931 4,931
Research and

development 355 167 409 809 — 1,740

Total 16,796 2,553 5,038 3,183 7,151 34,721

Operating income (loss) 9,927 1,240 (3,299) (2,854) (7,151) (2,137)
Other income, net — — — — 607 607
Income (loss) before

income taxes 9,927 1,240 (3,299) (2,854) (6,544) (1,530)

Income taxes — —_ — — 468 468

Net income (loss) from

continuing operations 9.927 1.240 (3.299) (2.854) (6.076) (1,062)
Loss from operations of

discontinued division,

net of tax — — — — (226) (226)
Net income (loss) 3 9927 % 1.240 $ (3,299 {§ (2,854 |8 (6,302) |8 (1,288)
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For the year ended December 31, 1998:

(dollars in thousands) ILEC CLEC WIRELESS DIRECT CORPORATE TOTAL
Revenue by 28,784 |$ 1,492 |S 3,867 S 306 (S — |S 34,449
Direct costs 16,240 1,299 2,395 266 — 20,200
Sales and marketing 1,659 479 398 249 1,334 4,119
General and

administrative — — — - 4,959 4,959
Research and

development 727 122 381 146 —_ 1376

Total 18,626 1,900 3,174 661 6,293 30,654

Operating income (loss) 10,158 (408) 693 (353) (6,293) 3,795
Other expenses, net — — — — (294) (294)
Income (loss) betore

income taxes 10,158 (408) 693 (355) (6,587) 3,501
Income tax benefit — —_ — — 379 379
Net income (loss) from

continuing operations

before extraordinary

item 10,158 (408) 693 (355) {6.208) 3,880
Extraordinary loss from

early extinguishment

of debt — — _— e (909) (909)
Net income (loss) g 10,158 (3 (408) |$_ 693 18 (353) & aun g 2971

Information for 1999 and 1998 has been reclassified to reflect the realignment of various business units. Licenses

and implementation services are now included in the [LEC Business Unit. ILEC, CLEC, Wireless and Direct were
formerly included in Data Management Services.

(9) COMMITMENTS

The Company leases its office and research facilities and certain equipment under operating lease agreements
which expire through November 2004. Rent expense for the years ended December 31, 2000, 1999 and 1998 was

approximately $1,553,000, $1,370,000 and $1,030,000, respectively. Future minimum lease obligations under these
agreements are as follows:

$ 2,231,000
1,809,000
160,000
104,000

$ 4,304,000

(10) EMPLOYEE BENEFIT PLAN

The Company has a 401(k) plan under which eligible employees may defer up to 15% of their compensation.
The Company may make matching contributions and discretionary contributions if approved by the board of
directors. For 1998, no employer matching or discretionary contributions were made to the 401(k) plan. However,
in February 1999, the Company’s board of directors approved a matching contribution for employees, which was
effective April 1, 1999. The Company matches 50% of employee contributions up to 6% of the employee’s salary,

not to exceed $1,000. Matching contributions will vest 35%, 70% and 100% for one, two and three years of service
respectively.

’

(11) RELATED PARTY TRANSACTION

The Company provides data management and certain consulting services to and leases equipment from entities
in which a stockholder of the Company had an ownership interest. A member of the Company's Board of Directors
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was also a representative of the former stockholder until December
approximately $7,797,000, $6,979,000 and $6,735,000 in 2000, 1999 and 1998 respectively, pursuant to these
agreements. Amounts due to the former stockholder under the capital lease agreements net of amounts due to the

Company for services rendered as of December 3 1,2000, 1999 and 1998 were ($66,000), $3,262,000 and
$3.962.000, respectively. The leases have interest rates ranging from 7.75% to 9.50%,

require monthly payments
and have expiration dates varying through October 2002.

(12) MAJOR CUSTOMERS

Revenue from certain customers exceeded 10% of total revenue for the respective year as follows: 23%, 22%
and 21% in 2000; 27%, 27% and 26% in 1999 and 27%, 25% and 21% in 1998. Contracts with certain of these
customers have a ten-year duration through 2005, and provide for fixed monthly fees based upon the number of

subscriber records managed and upon the services selected by the customer. All of these customers are in the
Company’s ILEC segment.

(13) LEGAL MATTERS
The Company is subject to various claims and business disputes in the ordinary course of business.

(14) QUARTERLY INFORMATION

The following summarizes selected unaudited quarterly financial information for each of the two years in the
period ended December 31, 2000.

2, 1999. The Company received net proceeds of

Three months ended,
March 31, June 30, September 30, December 31,

{amounts in thousands) 2000 1999 2000 1999 2000 1999 2000 1999
Revenue...........................] $ 9,033 § 7616 310,249 $ 8,189 | 311,527 § 8297 $12,315 3 8,482
Direct Costs...................... 6.285 5,309 6,986 5,790 7,386 5,750 8,211 5,887
Net income from

continuing operations

before extraordinary

item and cumulative

effect of change in

accounting principle ...... (565) (257) (1,760) (319) (1,298) (138) (2,795) (348)
Net income ................c..... $3.647) §_(366) $(1.760y § _(334) $(1.298) $_(425)
Net income from

continuing operations

betore extraordinary

item and cumulative

effect of change in

accounting principle per

share.....ooviinnf §(0.05) 5 (002) | S (0.16) $(0.03) | § (0.12) $(0.01) $ (025 $ (0.03)
Income {loss) per share

(basic and diluted)......... $ (033 § (0.03) $ (016) S (00§ (0.12) $(001 $ (025 $_ (004

ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
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PART III
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information required by this item, will be contained in the definitive Proxy Statement with respect to the

Company’s 2001 Annual Meeting of Stockholders (the 2001 Proxy Statement”) and is hereby incorporated by
reference thereto.

ITEM 11. EXECUTIVE COMPENSATION

Information required by this item will be contained in the 2001 Proxy Statement and is hereby incorporated by
reference thereto.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Information required by this item will be contained in the 2000 Proxy Statement and is hereby incorporated by
reference thereto.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Information required by this item will be contained in the 2000 Proxy Statement and is hereby incorporated by
reference thereto.

47



PART

v

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES & REPORTS ON FORM 8-K

(a) (1) Financial Statements

Number

*

o 3 -

2)

©)

Exhibit

3.1
32>
4.1*
42*
10.1*
10.2*
10.3*
10.4*
10.5*
10.6>t

10.7*t
10.8*t

10.9*%t

10.10*t
10.11*
10.12*
10.13*

10.14*
10.15*
10.16*
10.17*
10.18*

10.19*
10.20*
10.21*+

10.22*
10.23#4
10.24 0

1025
10260
23.1

The financial statements fi
30.

Financial Statement Schedules

led as part of this report are listed on the index to financial statements on page

All financial statement schedules have been omitted because they are not required, are not applicable or the

information is included in the Financial Statements

Exhibits

or Notes thereto.

Description

— Amended and Restated Certificate of Incorporation of the Company
— Restated Bylaws of the Company to be effective upon the closing of the offering.

— Form of Certificate for Common Stock.
— Reterence is made to Exhibits 3.1 and 3.2.

— Fourth Amended and Restated Registration Rights Agreement, dated March 5, 1996.

— 1990 Stock Option Plan.
— 1998 Stock Incentive Plan,
— 1998 Employee Stock Purchase Plan, as amended.

— Form of Directors’ and Officers’ Indemnification Agreement.

— 9-1-1 Services Agreement between Ameritech Info
1994,

rmation Systems, Inc. and SCC Communications Corp., signed August 31,

— Agreement for Services between SCC Communications Corp. and U S West Communications, Inc. dated December 28, 1995,
— Services Agreement No. PR-9026-L between SCC Communications Corp. and BeillSouth Telecommunications, Inc. dated

October 13, 1995.

— Wireless E9-1-1 Agreement between SCC Communications Corp. and Ameritech Mobile Communications, Inc. dated April

1998

— Asset Purchase Agreement between SCC Communications Corp. and Printrak Intemational, Inc., dated July 18, 1997,

— Amendment One to Asset Purchase A

— Bank One Loan Agreement dated April 15, 1997, effectiv

— Banc One Capital Partners and SCC Communications Co
November 20, 1997,

— Banc One Senior Subordinated Note due November 30,2
— Banc One Warrant Certificate.

greement between SCC Communications Corp. and Printrak International, Inc.

e as of July i, 1996.
rp. Senior Subordinated Note and Warrant Purchase Agreement, dated

003.

— Banc One and SCC Communications Corp. Option Agreement, dated November 20, 1997.
— Banc One and SCC Communications Corp. Registration Rights Agreement, dated November 20, 1997.

— Co-Saie Agreement, dated November 20

, 1997, between SCC Communications Corp., George Heinrichs, John Sims, Nancy

Harmilton, The Hill Partnership 111, Ameritech Development Corporation, Boston Capital Ventures Limited Partnership and

Banc One Capital Partners.
— Preemptive Rights Agreement between Banc One Capital

Partners and SCC Communications Corp.

— Master Lease Agreement Between Ameritech Credit Corporation and SCC Communications Corp., dated March 11, 1996,

— Consulting Agreement Between SCC Communica

tions Corp. and Ameritech Mobile Communications, Inc. dated October 27,
1997.

— Bank One Loan Change in Terms Agreement effective as

of April 15, 1998.

— Employment Agreement berween Nancy Hamilton and SCC Communications Corp.
— Genesis Select Corporation and SCC Communications Corp. Common Stock Purchase Warrant Agreement, dated April 19,

2000 a

— Leopard Communications and SCC Communications Cor
— Employment Agreement between Carol Nelson and SCC

p. Common Stock Purchase Warrant Agreement, dated April 19, 2000
Communications Corp.

— Consent of Arthur Andersen LLP, Independent Public Accountants,

Incorporated by reference to identically numbered exhibits included in the Registrant’s Registration Statement on Form S-1 (File No. 333-49767), as amende.
Confidential treatment has been requested for a portion of these Exhibits.

Incorporated by reference to identically numbered exhibits included in the Registrant’s Form 10-K for the fiscal year ended December 31, 1998.
Incorporated by reference to identically numbered exhibits included iu the Registrant’s Form 10-Q for the Quarter ended June 30, 2000,
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UNITED STATES SECURITIES AND EXCHANGE

COMMISSION
Washington, D.C. 20549

FORM 10-Q

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

FOR THE QUARTERLY PERIOD ENDED JUNE 30, 2001
OR

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934 FOR THE TRANSITION PERIOD FROM TO .

COMMISSION FILE NUMBER: 000-29678

INTRADO INC.

(Exact Name of Registrant as Specified in Its Charter)

DELAWARE 84-0796285
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification Number)

6285 LOOKOUT ROAD
BOULDER, COLORADO 80301
(Address of Principal Executive Offices) (Zip Code)

Registrant’s Telephone Number, Including Area Code: (303) 581-5600

SCC Communications Corp.

(Former name or former address, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section
13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such
shorter period that the Registrant was required to file such reports), and (2) has been subject to such
filing requirements for the past 90 days. Yes [X] No [ ]

As of August 8, 2001, there were 14,493,142 shares of the Registrant’s Common Stock outstanding.

CAUTIONARY NOTE ABOUT FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains "forward-looking statements" within the meaning of

http://realtimefilings.nasdaq.com/edgar_conv_html/2001/08/14/0000912057-01-528571.html  8/15/01



INTRADO INC(Form: 10-Q, Received: 08/14/2001 15:12:25) Page 2 of 27

Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934.
In particular, we direct your attention to Part I Item 1. Financial Statements, Item 2. Management’s
Discussion and Analysis of Financial Condition and Results of Operation and Item 3. Quantitative
and Qualitative Disclosures About Market Risk. We intend the forward-looking statements
throughout the Quarterly Report on Form 10-Q and the information incorporated by reference to be
covered by the safe harbor provisions for forward-looking statements. All projections and statements
regarding our expected financial position and operating results, our business strategy, our financing
plans and the outcome of any contingencies are forward-looking statements. These statements can
sometimes be identified by our use of forward-looking words such as "may," "believe," "plan,"
"will," "anticipate,” "estimate," "expect,” "intend", and other phrases of similar meaning. Known and
unknown risks, uncertainties and other factors could cause the actual results to differ materially from
those contemplated by the statements. The forward-looking information is based on numerous
assumptions and developments that are not within oiir control. Although we believe that our
expectations that are expressed in these forward-looking statements are reasonable, we cannot
promise that our expectations will turn out to be correct. Our actual results could be materially
different from our expectations due to a variety of factors, including the following:

- our planned investments in research, development and marketing to expand our service offerings;
- the size, timing and duration of significant customer contracts; - our ability to integrate new
customers and assets acquired in acquisitions, such as our May 2001 acquisition of Lucent Public
Safety Systems;

- the number of subscriber records under our management; - the unpredictable rate of adoption of
wireless services by public service answering points;

- the introduction and market acceptance of our and our competitors’ new products and services;

- price competition from entities with substantially greater resources than us;

- the amount of up-front expenditures required to meet our customers’ demands and to expand our
infrastructure, combined with the length of our sales cycle;

- sales channel constraints;

- constraints on our sales and marketing efforts due to conflicts of interest and the fact that many of
our customers compete with each other;

- the success or failure of our Alliance Program, which we initiated in 1999 to partner with
companies that provide support systems to competitive local exchange carriers that are
complementary with our 9-1-1 support systems, such as billing and customer care services; -
technical difficulties and network downtime, including that caused by unauthorized access to our
systems; and - new developments in telecommunications legislation and regulations.

This list is intended to identify some of the principal factors that could cause actual results to differ
materially from those described in the forward-looking statements included elsewhere in this report.
These factors are not intended to represent a complete list of all risks and uncertainties inherent in our
business, and should be read in conjunction with the more detailed cautionary statements included in
our Annual Report on Form 10-K under the caption "Item 1. Business - Risk Factors", our other
Securities and Exchange Commission filings, and our press releases.

INDEX

PART 1 - FINANCIAL INFORMATION

htto://realtimefilings.nasdag.com/edgar_conv_htm1/2001/08/14/0000912057-01-528571.html 8/15/01



INTRADO INC(Form: 10-Q, Received: 08/14/2001 15:12:25)

Item 1 - Financial Statements

Page 3 of 27

Consolidated Balance Sheets as of June 30, 2001 (Unaudited) and December 31, 20C
Consolidated Statements of Operations for the three months ended June 30, 2001 ¢

2000 and the six months ended June 30, 2001 and 2000 {Unaudited)

Consolidated Statements of Cash Flows for the six months ended June 30, 2001 anc

2000 (Unaudited)
Notes to Consolidated Financial Statements {Unaudited)

....................................................

Item 2 - Management'’'s Discussion and Analysis of Financial Condition and Results c

Operations

SIgnatiUreS. . ... e
INTRADO INC.
CONSOLIDATED
BALANCE SHEETS
(DOLLARS IN THOUSANDS)
JUNE 30, DECEMBER 31,
2001 2000
(UNAUDITED)
ASSETS
CURRENT ASSETS:
Cash and cash equivalents, including restricted casgh of
$750 and $0, respectively .. ...t s 7,235 $ 5,036
Short-term investments in marketable securities ......... 1,997 6,939
Accounts receivable, net of allowance for doubtful
accounts of approximately $337 and $184, respectively. . 8,441 7,166
Unbilled revenue . ............ i, 2,786 574
B o = o ol o % 4,149 --
Prepaids and other ........... ... ... 1,064 892
Deferred acquisition COSES .. ...ttt - 1,054
Deferred inCOME LaAXES ...t v it ie st et e e e e e, 869 869
Total cUurrent asSSeLS ... v iv i e e e 26,541 22,530
PROPERTY AND EQUIPMENT, at cost:
Computer hardware and equipment ............e'oeuennnnn.. 32,534 30,259
Furniture and fixtures ............. .. . 2,022 1,987
Leasehold improvements . ..........'vve e 1,070 1,049
35,626 33,295
Less--Accumulated depreciation ...........c.0 ', (23,291) (20,820)
Total property and equipment, net ............... 12,335 12,475
http://realtimefilings.nasdaq.com/edgar_conv_html/2001/08/14/0000912057-01-528571.html 8/15/01
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GOODWILL AND OQOTHER INTANGIBLES, net of accumulated
amortization of $588 and $0, respectively ............... 24,430 --
OTHER ASSETS ...ttt ittt et e e e e i 107 107
DEFERRED INCOME TAXES .. ..teununinnne e, 3,206 3,206
DEFERRED CONTRACT COSTS ...t tttmme it 5,043 5,363
SOFTWARE DEVELOPMENT COSTS, net of accumulated
Amortization of $1,040 and $864, respectively ........ 957 988
Total assets ........nitii i $ 72,619 $ 44,669

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES:
Accounts payable ... $ 2,254 $ 1,226
Payroll-related accruals ...............uuuiuiinnnoni .. 1,870 1,144
Other accrued liabilities .................... ... .. .. .. 4,260 2,688
Property and other taXes .............oouuuuumnmnnnn . 1,032 1,026
Current portion of capital lease obligations ............ 1,621 2,107
Payable to Lucent ................iiueuinnniini . 4,200 -~
Deferred contract revenue-current portion ............... 503 200
Total current liabilities ..................... .. 15,740 8,391
CAPITAL LEASE OBLIGATIONS, net of current portion ......... 817 1,511
DEFERRED CONTRACT REVENUE-non-current portion ............. 9,359 10,070
Total liabilities .......... .. ... ' . ... 25,916 19,972
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS® EQUITY:
Preferred stock, $.001 par value; 15,000,000 shares
authorized; none issued or outstanding ................. - --
Common stock, $.001 par value; 30,000,000 shares
authorized; 14,490,813 and 11,488,040 shares issued
and outstanding, respectively ................ ... ... . 15 11
Additional paid-in capital .......ouiii 72,147 44,814
Common Stock WarrantsS . .........oueuionenumnn 538 373
Stock subscriptions receivable ................... ... ... -— (33)
Treasury stock, 4,738 and 0 shares, respectively, at cost (39) -
Accumulated deficit ......... ... 0. (25,958) (20,468)
Total stockholders’ equity ........... oo ... 46,703 24,697
Total liabilities and stockholders’ equity ...... $ 72,619 S 44,669

The accompanying notes to financial statements are an integral part of these balance sheets.

INTRADO INC.

CONSOLIDATED
STATEMENTS OF OPERATIONS
(DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)

(UNAUDITED)
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THREE MONTHS ENDED JUN

2001 2C
TOTAL REVENUE . ...ttt ittt $ 18,318 $ 1
COSTS AND EXPENSES:
DIirect COSES ...ttt 12,679
Sales and marketing ................. ... ... .. 3,382
General and administrative ...............0.ioo . 3,759
Research and development ................. 0o .. 823
Total costs and exXpenses .............uo oo 20,643 1
LOSS FROM OPERATIONS ... ..viiiine e (2,325) (
OTHER INCOME (EXPENSE) :
Interest and other income ..................ccuuuu. ... 128
Interest and other expense ................. 0o (118)
NET LOSS BEFORE CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING
PRINCIPLE .« .ttt ittt e et et e e e e e e e e e e, (2,315) (
CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE, net
of tax of $0 .. ... . -
NET LOSS .« ottt it e ettt e $ (2,315) $ (
BASIC AND DILUTED NET LOSS PER SHARE:
Loss per share before cumulative effect of change in
accounting principle ............... .. . . ..., S (0.18) $
Cumulative effect of change in accounting principle ... -
Net loss per share .............. ... . S (0.18) S
SHARES USED IN COMPUTING NET LOSS PER SHARE:
Basic and diluted ........... . ... ... 13,075,444 11,2¢C
The accompanying notes to financial statements are an integral part of these statements.
INTRADO INC.
CONSOLIDATED
STATEMENTS OF CASH FLOWS
(DOLLARS IN THOUSANDS)
(UNAUDITED)
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2001

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss ... $ (5,490)
Adjustments to reconcile net loss to net cash provided by (used in)
operating activities--

Amortization and depreciation ...................... ... . ... . ... 3,630
Cumulative effect of change in accounting principle .............. -—
Accretion of and interest accrued on investments ................. (58)
Loss on disposal of assets .................. ... i 15
Provision for doubtful accounts .......................... ... 225
Change in--
Accounts receivable ... (1,500)
Unbilled revenue ..................ouuiuuiieunnnninn (2,212)
Prepaids and other .............. ... ... ... (172)
Deferred costs ............ i (1,270)
Accounts payable and accrued liabilities ........................ 2,358
Deferred contract revenue ........................ ... ' (408)
Net cash used in operating activities .................. ... .. (4,882)

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property and equipment ............ . (1,808)
Purchase of investments in marketable securities

Sale of investments in marketable securities ...................... 5,000
Software development COSES ..............ouueurnonn o (132)
Net cash provided by investing activities ................... 3,060
CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments on capital lease obligations ................... (1,180)
Proceeds from equipment financing ..................... ... ... -
Proceeds from private placement ................... ... ... .. .. ... . 5,000
Costs from private placement ......................c.oo'ooonon .. (253)
Proceeds from exercise of stock options ..... e e et e e e e e e 290
Proceeds received from employee stock purchase plan ............... 164
Net cash provided by financing activities ................... 4,021
NET INCREASE IN CASH AND CASH EQUIVALENTS .. i i vttt et e, 2,199
CASH AND CASH EQUIVALENTS, beginning of period ................ . ... . 5,036
CASH AND CASH EQUIVALENTS, end of period ... ... $ 7,235
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for interest .......................... $ 114
Cash paid during the period for taxes ..................ooooooo. ... $ 270

The accompanying notes to financial statements are an integral part of these statements.
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3

NOTES TO FINANCIAL STATEMENTS
(UNAUDITED)

NOTE 1 - BASIS OF PRESENTATION

The unaudited financial statements included herein reflect all adjustments, consisting only of normal
recurring adjustments, which in the opinion of management are necessary to fairly present the
financial position, results of operations and cash flows of Intrado Inc. (the "Company") for the
periods presented. Certain information and footnote disclosures normally included in audited
financial information prepared in accordance with generally accepted accounting principles have been
condensed or omitted pursuant to the Securities and Exchange Commission’s rules and regulations.
The results of operations for the three and six months ended June 30, 2001 are not necessarily
indicative of the results to be expected for any subsequent quarter or for the entire fiscal year ending
December 31, 2001. These financial statements should be read in conjunction with the financial
statements and notes thereto, which are included in the Company’s Annual Report on Form 10-K for
the year ended December 31, 2000.

RECLASSIFICATIONS

Certain prior year amounts have been re-classified to conform with the current year’s presentation.
REVENUE RECOGNITION

The Company generates revenue from four of its segments, or "business units": ILEC, CLEC,
Wireless and Direct. The revenue from these business units is derived from monthly data
management services, maintenance, systems and new products, and professional services.

The monthly data management services include revenue from up-front non-recurring engineering fees
("NREs") and monthly service fees. The NRE service consists primarily of the clean up of the
customer’s 9-1-1 data records, engineering services to enable the customer’s legacy system to
interface with Intrado’s platform, building the network that will route the calls, public safety
boundary mapping, customer training and testing. The charges for these services are nonrefundable if
the contract is cancelled after the services are performed. After the initial NRE, customers often buy
components of these services, such as additional software engineering to modify the system
functionality or network services to make their network more effective and enhance their solution
("Enhancement Services"). The fees received for NRE services and Enhancement Services are
deferred and recognized as revenue ratably over the remaining contractual term of the arrangement.

Under outsourcing solution contracts, the Company receives a monthly service fee for providing
ongoing data management services that are required to keep the records current for all subscribers,
maintain and monitor the network and support and maintain the software and systems required to
provide the services. The fees received for these monthly services are recognized as revenue in the
period in which the services are rendered.

Maintenance contracts are sold to customers that purchase database and call handling systems. These
contracts designate a specified amount that is to be paid in advance that relates to the support and
maintenance services. The fees received for maintenance are deferred and recognized as revenue
ratably over the contractual term of the arrangement.

Systems and new products revenue represents revenue recognized from the sales of new database and
call handling systems as well as enhancements sold to existing customers. Software license revenue
and related hardware sales are recognized upon execution of a contract and completion of delivery
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obligations, provided that no uncertainties exist regarding customer acceptance and that collection of
the related receivable is reasonably assured.

Professional services revenue is generated by providing consulting services to CLECs and is
recognized in the period in which the services are rendered.

NOTE 2 - NAME CHANGE

On June 4, 2001, the Company changed its name from SCC Communications Corp. to Intrado Inc.
The Company’s common stock trades on the Nasdaq National Market under the symbol "TRDO".

NOTE 3 - ACQUISITION

4

On May 11, 2001, the Company acquired certain assets, and assumed certain liabilities, associated
with the call handling and database divisions of Lucent Public Safety Systems ("LPSS"), an internal
venture of Lucent Technologies Inc. ("Lucent"). The Company filed details of this transaction in a
Current Report on its Form 8-K (filed on May 14, 2001) and in another Current Report on Form 8-K
(filed on July 26, 2001). The results of operations for LPSS prior to May 11, 2001 are not included in
this report on Form 10-Q.

The Company uses the assets acquired from LPSS to provide 9-1-1 supporting hardware and software
technology, including the Palladium(TM) call center and data-management systems. A number of
telecommunications companies manage their 9-1-1 infrastructure with our newly acquired hardware
and software systems. In addition, the systems are used by public safety call centers across the nation
to receive and respond to wireline and wireless E9-1-1 calls. As with other companies that sell
hardware and software licenses and systems, revenues are variable and include a combination of
monthly recurring revenues and one-time sales of very large systems. The Company is utilizing the
assets acquired from LPSS in the same manner that LPSS utilized the assets.

As part of the acquisition, the Company issued 2,250,000 shares of its common stock to Lucent,
issued an obligation to pay approximately $4.8 million in cash to Lucent for inventory either as the
inventory is sold or at a specified future date, and agreed to issue, 24 months from the date of closing,
up to $32.9 million of mandatorily redeemable, non-voting, preferred stock ("Preferred Stock™) to
Lucent, subject to the attainment of specific total combined revenue ("Total Revenue") targets. No
dividends will be paid on the Preferred Stock.

The obligation of approximately $4.8 million is payable in four equal installments beginning in
August 2002 and ending in May 2003 and therefore, was discounted and recorded at $4.1 million (as
of the date of the acquisiton). If the inventory is sold prior to May 2002, that portion of the obligation
would be due and payable immediately.

The actual amount of the Preferred Stock is subject to a 24-month contingency period, which
commences on June 1, 2001, whereby if Total Revenue meets or exceeds $258 million for that
period, then Lucent is entitled to the full issuance of $32.9 million in Preferred Stock. If Total
Revenue is greater than $179 million, but less than $258 million, Lucent will be entitled to a pro rata
issuance of Preferred Stock at a rate of $0.417 for each dollar of Total Revenue in excess of $179
million. If the Company sells the call handling division to a third-party during the contingency
period, then the minimum issuance threshold is reduced from $179 million to $161 million; the
maximum issuance threshold is reduced to $210 million; and the pro rata issuance of Preferred Stock
is raised from $0.417 for each dollar of Total Revenue in excess of $179 million to $0.67 for each
dollar of Total Revenue in excess of $161 million. This commitment will not be recorded until the
targets are met, if at all, and will be treated as an increase in the purchase price by increasing
goodwill. The Preferred Stock will be recorded at its face value over the redemption period. The
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accretion will be treated as a dividend, reducing the income available to common stockholders.

The mandatory redemption of the then issued Preferred Stock, if any, commences 30 days from initial
issuance with 33% due, followed by an additional 33% due on June 1, 2004 and the remaining 34%

due on June 1, 2005. Early redemption is available at the option of the Company. The Company must
redeem shares of Preferred Stock with 25% of the gross proceeds of any underwritten public offering.

Exclusive of future contingent consideration, the recorded purchase price of the gross assets acquired
in this transaction was approximately $30.1 million. The purchase price is comprised of 2,250,000
shares of common stock valued at $9.91 per share, issuance of a commitment to purchase inventory
from Lucent with a fair value of approximately $4.1 million, approximately $0.9 million of liabilities
recognized in connection with the acquisition, acquisition fees of approximately $1.5 million paid to
investment bankers and other transaction costs of approximately $1.2 million. The approximately
$25.0 million excess of the purchase price over the estimated fair value of net tangible assets acquired
was allocated to the following identifiable intangible assets with the following amortization lives:

Accumulated
Original Amortization as Net Bal
Allocated Cost of June 30, 2001 of June

Workforce $1,689,000 $72,000 $1,617,
Customer contracts assumed 3,507,000 151,000 3,356,
Intellectual Property 8,251,000 152,000 8,099,
Goodwill 11,571,000 213,000 11,358,
Total goodwill and other intangibles $25,018,000 $588, 000 $24,430,

The allocation of the purchase price to assets acquired and liabilities assumed is based on preliminary
estimates and certain assumptions that the Company believes are reasonable under the circumstances.
The Company will amortize the goodwill and other intangibles using the straight-line method of
amortization over the lives stated above.

NOTE 4 - PRIVATE PLACEMENT

5

-On May 2, 2001, the Company entered into an agreement to sell 632,111 shares of its common stock
to an institutional investor in a private offering exempt from registration under the federal securities
laws under Rule 506 of Regulation D and Section 4(2) of the Securities Act of 1933. The sale closed
on May 10, 2001. The common stock was purchased at a negotiated price per share of $7.91,
reflecting the arithmetic average of the closing price of the Company’s common stock on the Nasdaq
National Market for the twenty consecutive trading days prior to the offering date. The Company
paid a finder’s fee of $250,000 to the broker and issued a warrant to the broker to purchase 31,605
shares with an exercise price of $7.91 per share and an expiration date of May 2006. Other than the
finder’s fee, the Company did not pay any other compensation or fees in conjunction with this
offering of common stock. Pursuant to this offering, the Company registered the shares held by the
institutional investor and the finder in July 2001.

Management estimated the fair value of the warrant to be $168,000 using the Black-Scholes option
pricing model. The Company recorded a value of $165,000, which was calculated using the relative
fair value allocation of the proceeds received between the stock and warrants issued. The issuance of
the warrants and fees paid were treated as costs associated with raising capital.

http://realtimefilings.nasdaq.com/edgar_conv_html/2001/08/14/0000912057-01-528571 html  8/15/01



INTRADO INC(Form: 10-Q, Received: 08/14/2001 15:12:25)

Page 10 of 27

The Company computed the fair value of the warrant using the following assumptions:

Risk-free interest rate.............
Expected dividend yield.............
Expected lives outstanding..........
Expected volatility.................

2001

5.00%
0.00%
5 years
94.00%

The net proceeds from this offering were $4,750,000. The Company plans to use the net proceeds for

general corporate purposes, including:

- repaying its obligations as they become due; - financing capital expenditures, including acceleration
of the Company’s wireless deployments and development of the Company’s coordinate routing

database; and - working capital.

Pending use of the net proceeds for any of these purposes, the Company may invest the net proceeds
in short-term investment grade instruments, interest-bearing bank accounts, certificates of deposit,
money market securities, U.S. government securities or mortgage-backed securities guaranteed by

federal agencies.

NOTE 5 - ADOPTION OF SAB 101

In December 1999, the Securities and Exchange Commission staff released Staff Accounting Bulletin
No. 101, "Revenue Recognition" ("SAB 101"). SAB 101 provides interpretive guidance on the
recognition, presentation and disclosure of revenue in financial statements. The Company concluded
that its then current revenue recognition policies had to change to be in accordance with SAB 101.
Specifically, the guidance provided by SAB 101 required the Company to defer the up-front non-
recurring engineering ("NRE") fee, certain enhancement fees and related incremental costs and
recognize them over the life of each contract. Prior to the adoption of SAB 101, the Company
recognized revenue from the NRE Services and Enhancement Services on the percentage of
completion method over the period in which the services were performed.

The Company adopted SAB 101 during the quarter ended December 31, 2000. The adoption of SAB
101 required the Company to reflect a cumulative effect of change in accounting principles of $3.1
million as if SAB 101 had been implemented on January 1, 2000 and to restate all of the previously

reported 2000 quarterly results.

The cumulative effect of change in accounting principle reflects the amount of income from
operations that had been recognized under the Company’s previously existing revenue recognition
methods that would have been deferred as of December 31, 1999 had the Company been under the

guidelines of SAB 101.

The restatement of the previously reported 2000 quarterly results reflects the net difference of fees
received and incremental costs incurred in prior periods that were retroactively deferred and
recognized in the periods ended June 30, 2000, and the fees received and incremental costs incurred
during those periods that were deferred into future periods. The table below illustrates the restatement
of previously filed unaudited information for the three and six months ended June 30, 2000.

6
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For the Three Months Ended Fc
June 30, 2000

AS SAB 101 AS

(amounts in thousands) REPORTED ADJUSTMENT RESTATED REPOR1
Revenue ......... .. ... . . . . i .. $ 10,556 $ (307) $ 10,249 $ 19,
Direct CosSts .. v vt iii it i i i, $ 7,275 S (289) $ 6,986 $ 13,
Net loss before cumulative effect of

change in accounting principle ...... S (1,742) S (18) S (1,760) S (2,
Cumulative effect of change in

accounting principle ................ S -- $ -— S ~-- S
Net 10SS vttt e e e e e, $ (1,742) $ (18) $ (1,760) $ (2,
Net loss per share (basic and ......... s (0.16) S (0.00) $ (0.16) s (C

diluted)

NOTE 6 - EARNINGS PER SHARE

The Company presents basic and diluted earmings or loss per share in accordance with Statement of
Financial Accounting Standards No. 128 "Earnings Per Share" ("SFAS 128"), which establishes
standards for computing and presenting basic and diluted earnings per share. Under this statement,
basic earnings (loss) per share is determined by dividing net income (loss) available to common
stockholders by the weighted average number of common shares outstanding during each period.
Diluted income (loss) per share includes the effects of potentially issuable common stock, but only if
dilutive (i.e., a loss per share is never reduced). The treasury stock method, using the average price of
the Company’s common stock for the period, is applied to determine dilution from options and
warrants. The as-if-converted method is used for convertible securities. Potentially dilutive common
stock options that were excluded from the calculation of diluted income per share because their effect
is antidilutive totaled 1,231,228 and 861,213 for the three months ended June 30, 2001 and 2000,
respectively, and 1,130,702 and 824,380 for the six months ended June 30, 2001 and 2000,
respectively.

NOTE 7 - REPORTABLE SEGMENTS

The Company has five reportable business units: Incumbent Local Exchange Carrier ("ILEC"),
Competitive Local Exchange Carrier ("CLEC"), Wireless, Direct, and Corporate. The Company
measures its reportable business units based on revenue and costs directly related to each business
unit. Substantially all of the Company’s customers are in the United States. The Company’s business
units are segmented based on the type of customer each business unit serves. The ILEC, CLEC and
Wireless business units address ILEC, CLEC and wireless carriers, respectively. The ILEC business
unit includes the database division acquired as a result of the LPSS acquisition. The Direct business
unit addresses sales, either directly or indirectly, to state and local government entities and includes
the call handling division acquired as a result of the LPSS acquisition. The Corporate business unit
captures costs that are not directly related to a specific business unit. These segments are managed
separately because the nature of and resources used for each segment is unique.

The Company does not segregate assets between the segments, as it is impractical to do so.

7

For the Three Months Ending June 30:

(dollars in
thousands)
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ILEC CLEC WIRELESS I
2001 2000 2001 2000 2001 2000 2001
REVENUE:
Data Management $ 7,384 $ 6,543 $ 2,966 ¢ 1,398 §$ 2,653 ¢ 382 $ 1,079
Maintenance 1,434 - -- - - -— 169
Systems and New
Products 1,662 600 - 224 - 407 533
Professional
Services - - 438 -- - - -
Total 10,480 7,143 3,404 1,622 2,653 789 1,781
Direct costs 6,267 3,879 1,451 535 2,725 898 2,236
Sales and
marketing 779 400 527 184 548 191 384
General and
administrative - -— -— -— -— - --
Research and
development (27) 43 13 77 - 225 13
Total 7,019 4,422 1,991 796 3,273 1,314 2,633
Operating income
(loss) 3,461 2,721 1,413 826 (620) (525) (852)

Other income, net —— - - _ _— - -

Net income (loss) $ 3,461 $ 2,721 $ 1,413 $ 826 ($ 620) ($ 525) ($ 852) ($ 1,456) ($ 5,717) ($ 3,326)
($2,315) ($1,760)

For the Six Months Ending June 30:
(dollars in

thousands)
ILEC CLEC WIRELESS
2001 2000 2001 2000 2001 2000

REVENUE:

Data Management S 14,636 $13,140 S 5,442 $ 2,335 $ 4,441 $ 616
Maintenance 1,434 -— 11 -- -— -
Systems and New

Product 1,662 841 -- 658 -— 699
Professional

Services - - 1,041 - -— -—
Total 17,732 13,981 6,494 2,993 4,441 1,315
Direct costs 10,658 7,957 2,822 1,008 5,131 1,786

Sales and
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marketing 1,435 751 949 306 976 299
General and
administrative -- - -- -- -~ -
Research and
development 162 164 30 163 1 364
Total 12,255 8,872 3,801 1,477 6,108 2,449

Operating income
(loss) 5,477 5,109 2,693 1,516 (1,667) (1,134)

Other income, net -- - - - - -
Income (loss) before

cumulative effect

of change in

accounting

principle 5,477 5,109 2,693 1,516 (1,667) (1,134)

Cumulative effect of
change in

accounting
principle -- (1,663) -— (413) -- (887)
Net income (loss) $ 5,477 $ 3,446 & 2,693 $ 1,103 ($1,667) ($2,021)
DIRECT CORPORATE TOTAL
2001 2000 2001 2000 2001 2000

REVENUE :
Data Management $ 2,138 S 866 s - S - $26,657 $16,957
Maintenance 169 - - -- 1,614 -
Systems and New

Product 533 127 - -~ 2,195 2,325
Professional

Services - -— -— -- 1,041 -
Total 2,840 993 - -= 31,507 19,282
Direct costs 3,933 2,520 - - 22,544 13,271
Sales and

marketing 771 683 1,983 1,609 6,114 3,648
General and

administrative -- - 6,369 3,308 6,369 3,308
Research and

development 82 393 1,774 722 2,049 1,806

Total 4,786 3,596 10,126 5,639 37,076 22,033

Operating income

(loss) (1,946) (2,603) (10,126) (5,639) (5,569) (2,751)
Other income, net -— - 79 426 79 426
Income (loss) before

cumulative effect

of change in

accounting

principle (1,946) (2,603) (10,047) (5,213) (5,490) (2,325)
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Cumulative effect of
change in

accounting
principle ~-- (119) - -- -- (3,082)
Net income (loss) ($ 1,946) ($2,722) ($10,047) ($ 5,213) ($ 5,490) ($5,407)

NOTE 8 - Stock Subscriptions Receivable

In September 1997, in connection with the sale of the Company’s Premise Products Division, several
former employees of the Company signed full recourse promissory notes to the Company to exercise
their vested stock options. The notes accrue interest at 6.07% per annum although no accrual had
been recorded as of December 31,

8

2000. In April 2001, the remaining note was paid by returning 4,738 shares of common stock to the
Company. The market value of the stock on that date was approximately $39,000, which covered the
note receivable as well as accrued interest. These shares are reflected as treasury stock.

NOTE 9 - RELATED PARTY TRANSACTIONS

As part of the LPSS acquisition, the Company now provides subcontracted maintenance services to
Lucent on database and call handling contracts that were not assi gned directly to the Company.
Approximately $2.5 million of unbilled revenue at June 30, 2001, represents services provided to
Lucent that have not yet been invoiced. The note payable to Lucent of approximately $4.2 million at
June 30, 2001, represents the obligation incurred to pay for the fair value of the inventory as part of
the acquisition, including interest.

NOTE 10 - Recently Issued Accounting Pronouncements

In June 2001, the Financial Accounting Standards Board ("FASB") issued SFAS No. 141, "Business
Combinations" and SFAS No. 142 "Goodwill and Other Intangible Assets". These statements
prohibit pooling-of-interests accounting for transactions initiated after June 30, 2001, require the use
of the purchase method of accounting for all combinations after June 30, 2001 and establish a new
accounting standard for goodwill acquired in a business combination. SFAS Nos. 141 and 142
continue to require recognition of goodwill as an asset, but do not permit amortization of goodwill as
previously required by APB Opinion No. 17 "Intangible Assets.” Furthermore, certain intangible
assets that are not separable from goodwill will not be amortized. However, goodwill and other
intangible assets will be subject to periodic (at least annual) tests for impairment and recognition of
impairment losses in the future could be required based on a new methodology for measuring
impairments prescribed by these pronouncements. The revised standards include transition rules and
requirements for identification, valuation and recognition of a much broader list of intangibles as part
of business combinations than prior practice, most of which will continue to be amortized. The
potential prospective impact of these pronouncements on the Company’s financial statements may
significantly affect the results of future periodic tests for impairment. The amount and timing of non-
cash charges related to intangibles acquired in business combinations will change significantly from
prior practice.

NOTE 11 - SUBSEQUENT EVENTS
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On July 31, 2001, the Company entered into an agreement to establish a revolving line of credit that
is available to meet operating needs. Borrowing availability is not to exceed $15 million and is
further limited to 85% of the Company’s eligible accounts receivable, as defined. The interest rate on
amounts borrowed under the line of credit is equal to the prime rate plus 2.00% per annum. The line
of credit matures on July 31, 2004 and is collateralized by certain assets.

9

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

OVERVIEW

We are the leading provider of 9-1-1 data management products and services to JILECs, CLECs and
wireless carriers in the United States. We manage the data that enables a 9-1-1 call to be routed to the
appropriate public safety agency with accurate and timely information about the caller’s identification
and location. We were incorporated in July 1979 in the State of Colorado under the name Systems
Concepts of Colorado, Inc. and were reincorporated in September 1993 in the State of Delaware
under the name SCC Communications Corp. In June 2001, we changed our name to Intrado Inc.

Prior to 1995, substantially all of our revenue was derived from the sale of software licenses and
related implementation services to ILECs and public safety agencies. During 1994, we began
investing in infrastructure to provide our 9-1-1 operations support system ("OSS") solution to
telephone operating companies seeking to outsource operations. We signed our first 9-1-1 data
management services contract in August 1994 and continue to add to the number of records under
management. We began to recognize revenue from wireless carriers in the third quarter of 1997, and
continue to increase the number of live wireless subscribers managed. In addition, we signed a
contract with the General Services Commission of the State of Texas in November 1998, representing
the first time that a state agency has endeavored to centralize 9-1-1 OSS and data management
services with a neutral third party. On May 11, 2001, we acquired certain assets, and assumed certain
liabilities, associated with the call handling and database divisions of Lucent Public Safety Systems
("LPSS"), an internal venture of Lucent Technologies Inc. ("Lucent").

With the addition of LPSS, we now provide 9-1-1 supporting hardware and software technology,
including the Palladium(TM) call center and data-management systems. A number of
telecommunications companies manage their 9-1-1 infrastructure with these hardware and software
systems. In addition, these systems are used by public safety call centers across the nation to receive
and respond to wireline and wireless E9-1-1 calls.

We generate revenue from four of our segments, or "business units": ILEC, CLEC, Wireless and
Direct. The revenue from these business units is derived from monthly data management services,
maintenance, systems and new products, and professional services.

The monthly data management services includes revenue from up-front non-recurring engineering
fees ("NREs") and monthly service fees. The NRE service consists primarily of the clean up of the
customer’s 9-1-1 data records, engineering services to enable the customer’s legacy system to
interface with Intrado’s platform, building the network that will route the calls, public safety
boundary mapping, customer training and testing. The charges for these services are nonrefundable if
the contract is cancelled after the services are performed. After the initial NRE, customers often buy
components of these services, such as additional software engineering to modify the system
functionality or network services to make their network more effective and enhance their solution
("Enhancement Services"). The fees received for NRE services and Enhancement Services are
deferred and recognized as revenue ratably over the remaining contractual term of the arrangement.
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Under outsourcing solution contracts, we receive a monthly service fee for providing ongoing data
management services that are required to keep the records current for all subscribers, maintain and
monitor the network and support and maintain the software and systems required to provide the
services. The fees received for these monthly services are recognized as revenue in the period in
which the services are rendered.

Maintenance contracts are sold to customers that purchase database and call handling systems. These
contracts designate a specified amount that is to be paid over future periods that relates to the support
and maintenance services. The fees received for maintenance are deferred and recognized as revenue
ratably over the contractual term of the arrangement.

Systems and new products revenue represents revenue recognized from the sales of new database and
call handling systems as well as enhancements sold to existing customers. Software license revenue
and related hardware sales are recognized upon execution of a contract and completion of delivery
obligations, provided that no uncertainties exist regarding customer acceptance and that collection of
the related receivable is reasonably assured.

Professional services revenue is generated by providing consulting services to CLECs and is
recognized in the period in which the services are rendered.

10

Our revenue breaks down as a percent of total revenue as follows:

Three Months Ended June 30, Six N
Revenue Percent Revenue

2001 2000 2001 2000 2001 200C
ILEC Business Unit $10,480 $ 7,143 57% 70% $17,732 $13,¢
CLEC Business Unit 3,404 1,622 19 16 6,494 2,¢
Wireless Business Unit 2,653 789 14 8 4,441 1,2
Direct Business Unit 1,781 695 10 6 2,840 <
$18,318 $10,249 100% 100% $31,507 $19,:2

During 2000, we changed our revenue recognition policies to comply with SAB

101. Specifically, SAB 101 requires that we defer the up-front NRE fee, certain enhancement fees
and related incremental costs and recognize them over the lives of our contracts. The adoption of
SAB 101 required us to reflect a cumulative effect of change in accounting principle as if SAB 101
had been implemented on January 1, 2000 and to restate all of our reported 2000 quarterly results.

During the six months ended June 30, 2001 and 2000, we recognized approximately 44% and 69%,
respectively, of total revenue from Ameritech, BellSouth Inc. and Qwest, each of which accounted
for greater than 10% of our total revenue in such periods.

Historically, substantially all of our revenue has been generated from sales to customers in the United
States. However, we have generated revenue in Canada and intend to enter additional international
markets, which may require significant management attention and financial resources. International
sales are subject to a variety of risks.

As of December 31, 2000, we had net operating loss carryforwards of approximately $16.9 million
available to offset future net income for U.S. federal income tax purposes. Future taxable income
may not be sufficient to realize additional deferred tax assets that may be created by the projected net
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operating losses. Consequently, we have provided a valuation allowance to fully offset our net
deferred tax assets.

Our quarterly and annual operating results have varied significantly in the past. The variation in
operating results may continue and may intensify. We believe that period-to-period comparisons of
results of operations are not necessarily meaningful and should not be relied upon as indications of
future performance. Our operating results may continue to fluctuate as a result of many factors,
including the length of the sales cycles for new or existing customers, the size, timing or duration of
significant customer contracts, our ability to integrate new customers and assets acquired in
acquisitions, rate of adoption of wireless services by public safety answering points ("PSAPs"),
efforts expended to accelerate the introduction of certain new products, our ability to hire, train and
retain qualified personnel, increased competition, changes in operating expenses, changes in our
strategy, the financial performance of our customers, changes in telecommunications legislation and
regulations that may affect the competitive environment for our services, and general economic
factors.

THREE MONTHS ENDED JUNE 30, 2001 COMPARED TO THREE MONTHS ENDED
JUNE 30, 2000

TOTAL COMPANY

Total revenue increased 79%, from $10.2 million in the second quarter of 2000 to $18.3 million in
the second quarter of 2001. Included in this increase is revenue related to the LPSS acquisition of
approximately $2.9 million during the period from May 12, 2001 through June 30, 2001. Total direct
costs increased 81%, from $7 million in the second quarter of 2000 to $12.7 million in the second
quarter of 2001, representing 69% of total revenue for both periods. Included in this increase are
direct costs related to the LPSS acquisition of approximately $1.9 million during the period from
May 12, 2001 through June 30, 2001.

ILEC BUSINESS UNIT

ILEC revenue increased 48%, from $7.1 million in the second quarter of 2000 to $10.5 million in the
second quarter of 2001. ILEC revenue increased due to an increase in the number of records under
management, recurring systems and new product and maintenance revenue related to the database
division acquired as part of the LPSS acquisition. Included in this increase is revenue related to
LPSS’s database systems representing approximately $2.7 million during the period from May 12,
2001 through June 30, 2001. ILEC subscribers under management grew 3% from 84.4 million
subscribers as of June 30, 2000, to 87.3 million as of June 30, 2001.
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ILEC direct costs increased 58%, from $4.0 million in the second quarter of 2000 to $6.3 million in
the second quarter of 2001, representing 56% and 60% of ILEC revenue for such periods,
respectively. Costs increased due to the addition of staff as a result of the LPSS acquisition as well as
an increase in the amount of ILEC work performed by our software development group on ILEC
enhancements during the second quarter of 2001. Included in this increase are direct costs related to
LPSS’s database division representing approximately $1.0 million during the period from May 12,
2001 through June 30, 2001.

ILEC sales and marketing expenses increased 100% from $400,000 in the second quarter of 2000, to
$799,000 in the second quarter of 2001, representing 6% and 8% of ILEC revenue for each period,
respectively. ILEC sales and marketing expenses increased as a result of additional headcount
acquired as part of the LPSS acquisition as well as in other ILEC sales and marketing departments to
accommodate growth. Included in this increase are sales and marketing costs related to LPSS’s
database division representing approximately $43,000 during the period from May 12, 2001 through
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June 30, 2001.

CLEC BUSINESS UNIT

CLEC revenue increased 113%, from $1.6 million in the second quarter of 2000 to $3.4 million in the
second quarter of 2001. CLEC revenue increased due to an increase in the number of records under
management for new and existing customers and additional services recognized on new customers.
We now have 41 CLEC contracts, representing 7.1 million subscribers.

CLEC direct costs increased 180%, from $535,000 in the second quarter of 2000 to $1.5 million in
the second quarter of 2001, representing 33% and 44% of CLEC revenue for such periods,
respectively. The increase in CLEC direct costs is due to the hiring of additional CLEC operations
staff to assist with the continued growth in records under management.

CLEC sales and marketing expenses increased 186%, from $184,000 in the second quarter of 2000 to
$527,000 in the second quarter of 2001, representing 12% and 16% of CLEC revenue for such
periods, respectively. The increase in CLEC sales and marketing expenses is due to the hiring of
additional sales and marketing personnel to accommodate growth and increased direct marketing
campaign costs as well as write offs for uncollectible accounts receivable.

CLEC research and development costs decreased 83%, from $77,000 in the second quarter of 2000 to
$13,000 in the second quarter of 2001, representing 5% and 0% of CLEC revenue for such periods,
respectively. CLEC research and development costs decreased due to the increased focus by our
software engineering staff on projects in other business units.

WIRELESS BUSINESS UNIT

Wireless revenue increased 242%, from $789,000 in the second quarter of 2000 to $2.7 million in the
second quarter of 2001. Wireless revenue increased due to an increase in the number of records under
management. Wireless subscribers grew 388% from 1.6 million at June 30, 2000, to 7.8 million at
June 30, 2001.

Wireless direct costs increased 201%, from $898,000 in the second quarter of 2000 to $2.7 million in
the second quarter of 2001, representing 114% and 100% of Wireless revenue for such periods,
respectively. Costs increased due to the hiring of additional systems operations staff and increased
systems maintenance and telephone line costs to accommodate growth. Also included in this increase
is approximately $230,000 of costs incurred as a result of the LPSS acquisition during the period
May 12, 2001 through June 30, 2001. Wireless direct cost as a percentage of Wireless revenue
decreased as the increase in subscribers managed covered more of the infrastructure costs.

Wireless sales and marketing expenses increased 187%, from $191,000 in the second quarter of 2000
to $548,000 in the second quarter of 2001, representing 24% and 20% of Wireless revenue for such
periods, respectively. The increase in Wireless sales and marketing expenses is due to the creation of
a product management department and the hiring of additional sales personnel in 2001.

Wireless research and development costs decreased from $225,000 in the second quarter of 2000 to
$0 in the second quarter of 2001, representing 29% and 0% of Wireless revenue for such periods,
respectively. Wireless research and development costs decreased due to the increased focus by our
software engineering staff on projects in other business units.
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DIRECT BUSINESS UNIT

Direct revenue increased 159% from $695,000 in the second quarter of 2000 to $1.8 million in the
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second quarter of 2001. Direct revenue increased due to the transition of records in the State of
Texas, fees recognized for enhanced services, revenues related to our Emergency Warning and
Evacuation (EWE) system and maintenance revenue related to the call handling division acquired as
part of the LPSS transaction. Included in this increase is approximately $208,000 of revenue related
to the call handling division acquired as part of the LPSS acquisition during the period from May 12,
2001 through June 30, 2001. The subscriber base in Texas increased to 7.0 million and EWE
increased to 1.8 million.

Direct costs increased 38% from $1.6 million in the second quarter of 2000 to $2.2 million in the
second quarter of 2001. Costs increased due to the additional personnel and system infrastructure
needed to implement the State of Texas contract and to manage records that have been transitioned as
well as additional personnel acquired as part of the LPSS transaction. Included in this increase is
approximately $776,000 of direct costs related to the call handling division during the period from
May 12, 2001 through June 30, 2001.

Direct sales and marketing expenses increased 4% from $369,000 in the second quarter of 2000 to
$384,000 in the second quarter of 2001, representing 23% and 17% of Direct revenue for such
periods, respectively. The increase in sales and marketing costs is due to the addition of personnel
acquired as part of the LPSS transaction. This increase is partially offset by a reduction in sales
personnel and sales collateral expense in the second quarter of 2001. Included in this increase is
approximately $125,000 of sales and marketing costs related to the call handling division during the
period from May 12, 2001 through June 30, 2001.

Direct research and development costs decreased 94%, from $208,000 in the second quarter of 2000
to $13,000 in the second quarter of 2001. Direct research and development costs decreased due to the
increased focus by our software engineering staff on projects in other business units.

CORPORATE BUSINESS UNIT

Corporate general and administrative expenses increased 90%, from $2.0 million in the second
quarter of 2000 to $3.8 million in the second quarter of 2001. Corporate general and administrative
expenses increased due to the amortization of intangibles acquired as a result of the LPSS transaction,
increased headcount to accommodate growth in the finance and legal departments and personnel
acquired from the LPSS transaction. Costs related to the acquisition, including amortization of
intangibles, were approximately $685,000 during the period from May 12, 2001 through June 30,
2001.

Corporate sales and marketing expenses increased 14%, from $961,000 in the second quarter of 2000
to $1.1 million in the second quarter of 2001, representing 9% and 6% in total revenue for such
periods, respectively. Included in corporate sales and marketing are costs associated with public
relations. Corporate sales and marketing expenses increased due to increased personnel and public
relations charges.

Corporate research and development increased 32% from $624,000 in the second quarter of 2000 to
$824,000 in the second quarter of 2001, representing labor and associated travel and consulting costs
related to the research and development of new product offerings.

Net other income decreased 95%, from $215,000 in the second quarter of 2000 to $10,000 in the
second quarter of 2001, representing 2% and 0% of total revenue for such periods, respectively. Other
income decreased due to less interest income eamed from investments.

SIX MONTHS ENDED JUNE 30, 2001 COMPARED TO SIX MONTHS ENDED JUNE 30,
2000
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TOTAL COMPANY

Total revenue increased 63%, from $19.3 million in the six months ended June 30, 2000 to $31.5
million in the six months ended June 30, 2001. Included in this increase is revenue related to the
LPSS acquisition of approximately $2.9 million during the period from May 12, 2001 through June
30, 2001. Total direct costs increased 69%, from $13.3 million in the six months ended June 30, 2000
to $22.5 million in the six months ended June 30, 2001, representing 69% and 71% of total revenue,
respectively. Included in this increase are direct costs related to the LPSS acquisition of
approximately $1.9 million during the period from May 12, 2001 through June 30, 2001.

ILEC BUSINESS UNIT

13
ILEC revenue increased 27%, from $14.0 million in the six months ended June 30, 2000 to $17.7
million in the six months ended June 30, 2001. ILEC revenue increased due to an increase in the
number of records under management, recurring systems and new product and maintenance revenue
related to the database division acquired as part of the LPSS acquisition. Included in this increase is

revenue related to LPSS’s database systems representing approximately $2.7 million during the
period from May 12, 2001 through June 30, 2001.

ILEC direct costs increased 34%, from $8.0 million in the six months ended June 30, 2000 to $10.7
million in the six months ended June 30, 2001, representing 57% and 60% of ILEC revenue for such
periods, respectively. Costs increased due to the addition of staff as a result of the LPSS acquisition
as well as an increase in the amount of ILEC work performed by our software development group on
ILEC enhancements during the second quarter of 2001. Included in this increase are direct costs
related to LPSS’s database division representing approximately $1.0 million during the period from
May 12, 2001 through June 30, 2001.

ILEC sales and marketing expenses increased 86%, from $751,000 in the six months ended June 30,
2000 to $1.4 million in the six months ended June 30, 2001, representing 5% and 8% of ILEC
revenue for such periods, respectively. ILEC sales and marketing expenses increased as a result of
additional headcount acquired as part of the LPSS acquisition as well as in other ILEC sales and
marketing departments to accommodate growth. Included in this increase are sales and marketing
costs related to LPSS’s database division representing approximately $43,000 during the period from
May 12, 2001 through June 30, 2001.

ILEC research and development costs decreased 1%, from $164,000 in the six months ended June 30,
2000 to $162,000 in the six months ended June 30, 2001, representing 1% of ILEC revenue for both
periods. ILEC research and development costs decreased due to increased focus by our software
engineering staff on projects for other business units.

CLEC BUSINESS UNIT

CLEC revenue increased 117%, from $3.0 million in the six months ended June 30, 2000 to $6.5
million in the six months ended June 30, 2001. CLEC revenue increased due to an increase in the
number of records under management for new and existing customers and additional services
recognized on new customers.

CLEC direct costs increased 180%, from $1.0 million in the six months ended June 30, 2000 to0 $2.8
million in the six months ended June 30, 2001, representing 37% and 43% of CLEC revenue for such
periods, respectively. The increase in CLEC direct costs is due to the hiring of additional CLEC
operations staff to assist with the continued growth in records under management.
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CLEC sales and marketing expenses increased 210%, from $306,000 in the six months ended June
30, 2000 to $949,000 in the six months ended June 30, 2001, representing 10% and 15% of CLEC
revenue for such periods, respectively. The increase in CLEC sales and marketing expenses is due to
the hiring of additional sales and marketing personnel to accommodate growth and increased direct
marketing campaign costs as well as write offs for uncollectible accounts receivable.

CLEC research and development costs decreased 82%, from $163,000 in the six months ended June
30, 2000 to $30,000 in the six months ended June 30, 2001, representing 5% and 0% of CLEC
revenue for such periods, respectively. CLEC research and development costs decreased due to the
increased focus by our software engineering staff on projects in other business units.

WIRELESS BUSINESS UNIT

Wireless revenue increased 238%, from $1.3 million in the six months ended June 30, 2000 to $4 .4
million in the six months ended June 30, 2001. Wireless revenue increased due to an increase in the
number of records under management.

Wireless costs increased 183%, from $1.8 million in the six months ended June 30, 2000 to $5.1
million in the six months ended June 30, 2001. Costs increased due to the hiring of additional
systems operations staff and increased systems maintenance and telephone line costs to accommodate
growth. Wireless direct cost as a percentage of Wireless revenue decreased as the increase in
subscribers managed grows to cover more of the infrastructure costs. Also included in this increase is
approximately $230,000 of costs incurred as a result of the LPSS acquisition during the period from
May 12, 2001 through June 30, 2001.
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Wireless sales and marketing expenses increased 226%, from $299,000 in the six months ended June
30, 2000 to $976,000 in the six months ended June 30, 2001, representing 23% and 22% of Wireless
revenue for such periods, respectively. The increase in Wireless sales and marketing expenses is due
to the creation of a product management department and the hiring of additional sales personnel in
2001.

Wireless research and development costs decreased 100% from $364,000 in the six months ended
June 30, 2000 to $1,000 in the six months ended June 30, 2001, representing 28% and 0% of
Wireless revenue for such periods, respectively. Wireless research and development costs decreased
due to the increased focus by our software engineering staff on projects in other business units.

DIRECT BUSINESS UNIT

Direct revenue increased 182% from $993,000 in the six months ended June 30, 2000 to $2.8 million
in the six months ended June 30, 2001. Direct revenue increased due to the transition of records in the
State of Texas, fees recognized for enhanced services, revenues related to our Emergency Warning
and Evacuation (EWE) systems and maintenance revenue related to the call handling division
acquired as part of the LPSS transaction. Included in this increase is approximately $208,000 of
revenue related to the call handling division acquired as part of the LPSS acquisition during the
period from May 12, 2001 through June 30, 2001.

Direct costs increased from $2.5 million in the six months ended June 30, 2000 to $3.9 million in the
six months ended June 30, 2001. Costs increased due to the additional personnel and system
infrastructure needed to implement the State of Texas contract and to manage records that have been
transitioned as well as additional personnel acquired as part of the LPSS transaction. Included in this
increase is approximately $776,000 of direct costs related to the call handling division during the
period from May 12, 2001 through June 30, 2001.
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Direct sales and marketing expenses increased 13% from $683,000 in the six months ended June 30,
2000 to $771,000 in the six months ended June 30, 2001, representing 69% and 28% of Direct
revenue for such periods, respectively. The increase in sales and marketing costs is due to the
addition of personnel acquired as part of the LPSS transaction. Included in this increase is
approximately $125,000 of sales and marketing costs related to the call handling division during the
period from May 12, 2001 through June 30, 2001.

Direct research and development costs decreased 79%, from $393,000 in the six months ended June
30, 2000 to $82,000 in the six months ended June 30, 2001. Direct research and development costs

decreased due to the increased focus by our software engineering staff on projects in other business
units.

CORPORATE BUSINESS UNIT

Corporate general and administrative expenses increased 93%, from $3.3 million in the six months
ended June 30, 2000 to $6.4 million in the six months ended June 30, 2001, representing 17% and
20% of total revenue for such period, respectively. Corporate general and administrative expenses
increased due to the amortization of intangibles acquired as a result of the LPSS transaction,
increased headcount to accommodate growth in the finance and legal departments and personnel
acquired from the LPSS transaction. Costs related to the acquisition, including amortization of
intangibles, were approximately $685,000 during the period from May 12, 2001 through June 30,
2001.

Corporate sales and marketing expenses increased 25%, from $1.6 million in the six months ended
June 30, 2000 to $2.0 million in the six months ended June 30, 2001, representing 8% and 6% in total
revenue for such periods, respectively. Corporate sales and marketing expenses increased due to
increased personnel and public relations charges.

Corporate research and development increased 149% from $722,000 in the six months ended June
30, 2000 to $1.8 million in the six months ended June 30, 2001 representing labor and associated
travel and consulting costs related to the research and development of new product offerings.

Net other income decreased 81%, from $426,000 in the six months ended June 30, 2000 to $79,000
in the six months ended June 30, 2001, representing 2% and 0% of total revenue for such periods,
respectively. Other income decreased due to less interest income earned from investments.

The cumulative effect from change in accounting principle of approximately $3.1 million in 2000
represents the change associated with adopting SAB 101 effective J anuary 1, 2000. This change
reflects the amount of income that had been recognized under our previously existing revenue
recognition methods that would have been deferred as of
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December 31, 1999 had we been under the guidelines of SAB 101. The income deferred as a result of
adopting SAB 101 will be recognized on varying dates through 2005.

LIQUIDITY AND CAPITAL RESOURCES

Since our inception we have funded our operations with cash provided by operations, supplemented
by equity and debt financing and leases on capital equipment. As of June 30, 2001, we had $9.2
million in cash and cash equivalents and investments in marketable securities. We expect our
operating cash flows to turn positive in the second half of 2001 as we begin generating revenue from
our increased subscriber base as a result of our wireless deployment efforts.
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We repaid $1.2 million and $1.0 million of capital lease obligations during the six months ended June
30, 2001 and 2000, respectively. Additionally, we used $1.9 million and $2.1 million in the six
months ended June 30, 2001 and 2000, respectively, for the purchase of capital assets and software
development. We currently have no material commitments for capital expenditures other than the
following. On May 7, 2001, we signed an ei ght-year lease to occupy approximately 210,000 square
feet of office space in Longmont, Colorado. We €xpect to move our corporate headquarters to
Longmont beginning in the latter half of 2001, with full occupancy anticipated in the first or second
quarter of 2002. We expect to incur approximately $2 million in leaschold improvements during the
last half of fiscal 2001 in order to prepare for the move.

In addition, we incurred an obligation to purchase approximately $4.1 million of computers in
conjunction with the LPSS acquisition. We may purchase additional systems in an effort to attain
incremental operating efficiencies, especially in our ILEC and CLEC business units and to incur
additional costs and expenses in connection with our acquisition of certain net assets of LPSS.

On July 31, 2001, we entered into an agreement to establish a revolving line of credit, which is
available to meet operating needs. Borrowing availability is not to exceed $15 million and is further
limited to 85% of our eligible accounts receivable, as defined. The interest rate on amounts borrowed
under the line of credit is equal to the prime rate plus 2.00% per annum. The line of credit matures on
July 31, 2004 and is collateralized by accounts receivable and certain other assets.

We also have access to a maximum of $7.5 million through capital lease lines with two entities. The
interest rate is equal to the entities’ cost of funds at the time of each lease. Each lease schedule is
collateralized by the assets that are being leased and is subject to review and apprcval by the lessor at
the time of the Company’s application. Each lease has its own termination date, typically 36 months.
As of June 30, 2001, $2.0 million available under the capital lease lines has been utilized.

PRIVATE PLACEMENT

On May 2, 2001, we entered into an agreement to sell 632,111 shares of our common stock to an
institutional investor in a private offering exempt from registration under the federal securities laws
under Rule 506 of Regulation D and Section 4(2) of the Securities Act of 1933. The sale closed on
May 10, 2001. The common stock was purchased at a negotiated price per share of $7.91, reflecting
the arithmetic average of the closing price of the Company’s common stock on the Nasdaq National
Market for the twenty consecutive trading days prior to the offering date. We paid a finder’s fee of
$250,000 to the broker and issued a warrant to the broker to purchase 31,605 shares with an exercise
price of $7.91 per share and an expiration date of May 2006. Other than the finder’s fee, we did not
pay any other compensation or fees in conjunction with this offering of common stock. Pursuant to
this offering, we registered the shares held by the institutional investor and the finder in July 2001.

The net proceeds from this offering were $4,750,000. We plan to use the net proceeds for general
corporate purposes, including:

- repaying our obligations as they become due; - financing capital expenditures, including
acceleration of our wireless deployments and development of our coordinate routing database; and -
working capital.

Pending use of the net proceeds for any of these purposes, we may invest the net proceeds in short-
term investment grade instruments, interest-bearing bank accounts, certificates of deposit, money
market securities, U.S. government securities or mortgage-backed securities guaranteed by federal
agencies.

FUTURE CAPITAL NEEDS AND RESOURCES
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We anticipate that, for the foreseeable future, significant amounts of available cash flows will be
utilized for:

- capital expenditures for the expansion and enhancement of our networks and the continued
development of new or enhanced products and services;

- operating expense to support the continued implementation of existing customer contracts,
particularly in the wireless business unit; - potential acquisitions;

- debt service requirements; and - other general corporate expenditures.

We anticipate that our cash utilization for capital expenditures and other operating and financing
activities will continue to exceed our positive cash flows from operating activities through the third
quarter of 2001 as we continue to expand and enhance our networks, invest in the development of
enhanced products and services, and implement existing customer contracts. We expect cash inflows
from operating activities to exceed outflows by the end of 2001. However, our success depends on
the execution of our strategies, including the following factors:

- effectively integrate the operations of LPSS with our historic business;

- develop business and pricing models that realize benefits from economies of scale;
- develop new and better products that we can competitively price and sell; and

- implement more cost effective internal processes.

However, we cannot be sure that our actions will be successful in decreasing our overall operating
costs or increasing operating profits.

If we are not successful in implementing these initiatives and realizing positive cash flows from
operations, and we are unable to raise additional funds or obtain funds from other sources on
acceptable terms and in a timely manner, we may be required to conserve available cash for use in
funding existing business activities, thereby slowing enhancement and implementation of existing
contracts and services.

Based on available cash resources and the anticipated cash needs of our operations for capital
expenditures and acquisitions and the combined anticipated operating cash flow of our business units,
we believe that we will be able to fully fund our operations through calendar year 2001. In making
this assessment, we have considered:

- consolidated cash, cash equivalents and short-term investments (net of restrictive cash of $750,000)
of $8.5 million as of June 30, 2001; - the anticipated availability of up to $15 million of funding
related to our recent agreement to establish a revolving credit facility; - the anticipated level of capital
expenditures during the remainder of 2001;

- presently scheduled debt service requirements during the remainder of 2001; and

- our expectation of realizing positive cash flow from operations during the fourth quarter of 2001.

If our business plans change, or if economic conditions or competitive practices in the
telecommunications industry change materially, our cash flow, profitability and anticipated cash
needs could change significantly. Any acquisition or new business opportunity could involve
significant additional funding needs in excess of the identified currently available sources, and could
require us to raise additional equity or debt funding to meet those needs.

The availability of borrowings under our credit facility and lease line of credit is subject to certain
conditions and limitations, and we cannot be sure that those conditions will be met. The instruments
relating to our financing arrangements contain provisions that limit the amount of borrowings that we
may incur. The terms of the credit facility and lease line of credit also require us to maintain
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compliance with specified operating and financial covenants or ratios, including specified covenants
and ratios related to leverage, which become more stringent over time.

In addition, our capital needs, and our ability to adequately address those needs through debt or
equity funding sources, are subject to a variety of factors that we cannot presently predict, including:

- the commercial success of our products and services; - the amount and timing of our capital
expenditures and operating income or losses;
- the volatility and demand of the equity and debt markets; and

17

- the market price of our common stock.

We have had and may in the future have discussions with third parties regarding potential equity
investments and debt financing arrangements to satisfy actual or anticipated financing needs. At
present, other than the existing equity or debt financing arrangements that have been consummated or
are described in this quarterly report, we have no legally binding commitments or understandings
with any third parties to obtain any material amount of equity or debt financing.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In June 2001, the Financial Accounting Standards Board ("FASB") issued SFAS No. 141, "Business
Combinations" and SFAS No. 142 "Goodwill and Other Intangible Assets". These statements
prohibit pooling-of-interests accounting for transactions initiated after June 30, 2001, require the use
of the purchase method of accounting for all combinations after June 30, 2001 and establish a new
accounting standard for goodwill acquired in a business combination. SFAS Nos. 141 and 142
continue to require recognition of goodwill as an asset, but do not permit amortization of goodwill as
previously required by APB Opinion No. 17 "Intangible Assets." Furthermore, certain intangible
assets that are not separable from goodwill will not be amortized. However, goodwill and other
intangible assets will be subject to periodic (at Jeast annual) tests for impairment and recognition of
impairment losses in the future could be required based on a new methodology for measuring
impairments prescribed by these pronouncements. The revised standards include transition rules and
requirements for identification, valuation and recognition of a much broader list of intangibles as part
of business combinations than prior practice, most of which will continue to be amortized. The
potential prospective impact of these pronouncements on our financial statements may si gnificantly
affect the results of future periodic tests for impairment. The amount and timing of non-cash charges
related to intangibles acquired in business combinations will change significantly from prior practice.

18

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk represents the risk of loss that may impact our financial position, results of operations or
cash flows due to adverse changes in financial and commodity market prices and rates. We are
exposed to market risk in the areas of changes in United States interest rates. These exposures are
directly related to our normal operating and funding activities. Historically, and as of June 30, 2001,
we have not used derivative instruments or engaged in hedging activities.

INTEREST RATE RISK

The interest payable on our new line of credit is variable and is determined based on the prime rate
plus 2.00% per annum, and, therefore, is affected by changes in market interest rates. At June 30,
2001, no amounts were outstanding under our line of credit, however, we may borrow up to 85% of
qualified accounts receivable, not to exceed $15,000,000. Rates on our capital lease line are also
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dependent on interest rates in effect at the time the lease line is drawn upon. In addition, we invest
excess funds in high-grade treasury bonds and commercial paper on which we monitor interest rates
frequently and as the investments mature. Based on amounts invested in treasury bonds and
commercial paper at June 30, 2001, if the markets were to experience a decline in rates of 1%, we
would have a resulting decline in future quarterly earnings, fair values and cash flows of
approximately $5,000 per quarter.

19

PART I1I - OTHER INFORMATION

ITEM 2 - CHANGES IN SECURITIES AND USE OF PROCEEDS.

During the three months ended June 30, 2001, we issued the following unregistered securities:

- On May 2, 2001, we entered into an agreement to issue 632,111 shares of its common stock to an
institutional investor for consideration of $4,750,000, net of a $250,000 finder’s fee (the "May 2001
Private Placement"). The transaction closed on May 10, 2001. The common stock was purchased at a
negotiated price per share of $7.91, reflecting the arithmetic average of the closing price of the
Company’s common stock on the Nasdaq National Market for the twenty consecutive trading days
prior to May 2, 2001.

- As a finder’s fee for the May 2001 Private Placement, the Company issued a warrant to purchase
31,605 shares (5% of the shares issued to the institutional investor) to a broker. The warrant carries
an exercise price of $7.91 per share.

Each of the above transactions was exempt from registration under Rule 506 of Regulation D and
Section 4(2) of the Securities Act of 1933.

ITEM 4 - SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

The following two matters were submitted to a vote of security holders at the Annual Meeting of
Stockholders held on June 26, 2001.

1. Election of two directors, each for a term of three years. The following votes were cast:

Director Nominee For Withheld
Stephen 0. James 9,691,223 19,125
Mary Beth Vitale 9,693,566 16,782

2. Ratification of Arthur Andersen LLP as independent accounts for the 2001 fiscal year. The
following votes were cast:

For 9,649,359
Against 8,567
Abstain 2,422
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ITEM 6 - EXHIBITS AND REPORTS ON FORM 8-K.

(a) Exhibits.
None.

(b) Reports on Form 8-K.

On May 11, 2001, we filed a Current Report on Form 8-K to announce the $5 million private
placement with an institutional investor.

On May 14, 2001, we filed a Current Report on Form 8-K to announce the acquisition certain assets
and assumption of certain liabilities associated with the database and call handling divisions of LPSS.
This Current Report on Form 8-K also included proforma financial statements for the year ended
December 31, 2000.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934 as amended, the Registrant has
duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized.

INTRADO INC.
(Registrant)
August 14, 2001 \s\ George K. Heinr:chs
Date George K. Heinrichs, President

and Chief Executive Officer

Date Michael D. Dingman, Jr.
Financial Officer
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Key Personnel

KEY MEMBER NAME/TITLE: George Heinrichs
President & Chief Executive Officer

DEPARTMENT: Executive

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:
George Heinrichs has been the President and a Director of the company since he co-founded it in
1979. Mr. Heinrichs has also served as Chief Executive Officer since February 1995.

KEY MEMBER EMPLOYMENT HISTORY

SUMMARY OF EMPLOYMENT HISTORY:

Mr. Heinrichs has worked the public safety field for over 10 years. This included active involvement in
state and national advisory boards for law enforcement information systems. He left the public safety
field to found Intrado.  Prior to founding the company, Mr. Heinrichs has served in a variety of public
safety and criminal justice positions.

Mr. Heinrichs formal education was in the field of computer science. His professional affiliations
include National Emergency Number Association (NENA), National Sheriff's Association, Association
for Public Safety Communications Professionals (APCO), Cellular Telephone Industry Association, and
the Association for Computing Machinery. In addition to his CEO duties at Intrado, he also serves on
the Advisory Board for the University of Colorado Center for Entrepreneurship and is a member of a
local school board.




Key Personnel

KEY MEMBER NAME/TITLE: Stephen Meer
Vice President & Chief Technology Officer

DEPARTMENT: Executive

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:

Mr. Meer is responsible for all network related product and services design, installation, and operations
at Intrado. Additionally, he is responsible for identifying and implementing key strategic technology and
technology service relationships with other organizations. This includes system level design and
architecture of Intrado products involving computer telephony integration and design of data
communications networks supporting the Intrado National Data Services Center.

Mr. Meer has been responsible for the design, implementation, and operation of emergency voice, data,
and radio communications networks that today support in excess of 100 million people’s public safety.

KEY MEMBER EMPLOYMENT HISTORY

SUMMARY OF EMPLOYMENT HISTORY:
One of the original founders and principals of Intrado for 17 years. Mr. Meer has over 20 years of
telecommunications and RF experience, 10 of those years in public safety.

Mr. Meer was principal architect of numerous integrated CAD/911/Selective Routing systems throughout
North America, RF designer and implementer of STORRM, Boulder County’s Flash Flood Early Warning
System.

As the past chairman of the Engineering and Research Committee of the Colorado chapter of the
Associated Public Safety Communications Officers, Mr. Meer developed a program of technical
assistance for Colorado agencies. This program has been adopted at the national level and is now
available to virtually all government communications users in the country. He also developed the
curriculum and organized the first technical communications seminar held for Colorado Public Safety
Communications professionals. This seminar is now sponsored yearly by Colorado State University. Mr.
Meer is also a contributing author to the national reference publication "Public Satety Communications
Standard Operating Procedure Manual."

Mr. Meer is also a former police officer and paramedic, having over 10 years experience working and
teaching in the areas of advanced life support, law enforcement operations, and systems and public
safety communications.

Mr. Meer is certified by the State of Colorado Police Standards and Training Board to teach
communications, communications system design, EMS Management, and Medical Practices. His
honors include a Presidential Award of Excellence for the application of computer technology to
environmental protection.




Key Personnel

KEY MEMBER NAME/TITLE:

Michael Dingman, Jr.
Chief Financial Officer

DEPARTMENT:

Executive

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:
Responsible for financial planning and corporate finance at Intrado.

KEY MEMBER EMPLOYMENT HISTORY

SUMMARY OF EMPLOYMENT HISTORY:

Michael Dingman brings more than 17 years of diversified financial management experience to Intrado.

Prior to joining Intrado, Mr. Dingman served as CFO and treasurer of RMI.NET, Inc., an Internet
business solutions provider. At RMI.NET, Inc., Mr. Dingman was responsible for corporate finance and
management of investment banking relationships, budgeting, cash flow forecasting, acquisition
valuation, and overall financial management.

Mr. Dingman also has extensive experience in financial consulting as president and founder of an
investment consulting firm. Early in his career he worked in mergers and acquisitions with Lazard

Freres and Co.

Degrees: BS, MBA

COMPANY NAME

POSITION HELD

RELATED EXPERIENCE

RMI.NET, Inc.

CFQO/Treasurer

Responsible for all financial aspects and capital
requirements of a public e-commerce solutions firm,
with $50MM in annual sales and 450 employees,
providing products and services in both the software
and connectivity segments of the Internet space.

Qwon Investment
Consultants, Inc.

President/Founder

Responsible for overall aspects of business
operation and management of a registered
investment advisory firm and a fully disclosed non-
clearing securities broker-dealer.

Owen-Joseph
Companies

President

Responsible for overall aspects of business
operation and management of a registered
investment advisory firm (Owen-Joseph Asset
Management) and a fully disclosed non-clearing
securities broker-dealer (Owen-Joseph Securities).

Dingman Associates

President/Founder

Responsible for overall aspects of business
origination and management of consulting and
financial advisory engagements.

Lazard Freres & Co.

Associate/Mergers &
Acquisitions

Responsible for preparation of selling documents,
valuation analysis and financial modeling associated
with the purchase or sale of U.S. and multinational
businesses.




Key Personnel

KEY MEMBER NAME/TITLE: Larry Jennings
Sr. Vice President Business Operations

DEPARTMENT: Executive

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:

Mr. Jennings is responsible for the day-to-day operations of the entire company and acts as liaison to the
business unit vice president/general managers. Serves as executive representative in customer
relations as required.

KEY MEMBER EMPLOYMENT HISTORY

SUMMARY OF EMPLOYMENT HISTORY:

Prior to joining Intrado in June 1999, Larry Jennings served as Vice President of Sales for Teletrac, Inc.,
a mobile data/location services company. At Teltrac, Mr. Jennings was responsible for building a
national organization to market integrated software applications. He also gained extensive operations
experience with Premiere Page, a regional paging and voicemail services company where he was Vice
President of Operations, leading the company’s field operations through seven acquisitions and an IPO.

Degrees BA
COMPANY NAME POSITION HELD RELATED EXPERIENCE
Intrado Vice President/General | Managed and directed the departments that are
Manager, ILEC contained in the ILEC Business Unit (Sales, Product
Business Unit Management, Program Management, Data
Operations)
Vice President, Sales Served as executive representative in customer
relations.
Teletrac, Inc. Vice President Sales Responsible for building a national organization to
market integrated software applications
Premiere Page Vice President Led company’s field operations through seven
Qperations acquisitions and an IPO.
Centel Cellular General Manager




Key Personnel

KEY MEMBER NAME/TITLE: Craig W. Donaldson
Vice President and General Counsel

DEPARTMENT: Executive

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:

Craig W. Donaldson has provided legal counsel and representation to Intrado since August 1997.
During that time, he has also overseen the development and implementation of external policies related
to federal and state regulatory, legislative, and industry affairs and orchestrated the legal aspects
related to the expansion of the company’s products and services from those centered around
information systems to those that now include deployment of its telecommunications business.

KEY MEMBER EMPLOYMENT HISTORY

SUMMARY OF EMPLOYMENT HISTORY:

Prior to joining Intrado, Mr. Donaldson spent nine years in private legal practice specializing in the
telecommunications and media industries; was employed for six years at AT&T, initially as a
Communications Systems Consultant, and subsequently working in the legal department. As an
“Executive on Loan” from AT&T, he served for one year on Colorado Governor Roy Romer’s
Commission on Government Productivity. Mr. Donaldson currently serves on an ongoing basis on the
Advisory Board for the University of Colorado’s Silicon Flatirons Telecommunications Program.




Key Personnel

KEY MEMBER NAME/TITLE:

Ron Mathis / Director Network Operations

DEPARTMENT:

Advanced Technology

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:
Direct installation, maintenance and operations of Intrado’s voice communications network. Responsible
for switching system operations, trunk provisioning and maintenance, system alarm monitoring, system

administration and system methods/procedures.

KEY MEMBER EMPLOYMENT HISTORY

SUMMARY OF EMPLOYMENT HISTORY:

Extensive background in Central Office switching system operations, maintenance, staff support,
technology deployment and public safety telecommunication network systems design and

implementation.

COMPANY NAME

POSITION HELD

RELATED EXPERIENCE

Southwestern Bell
Telephone Company

Technical Sales
Manager- E911
Texas

(4 years)

Supervised and directed personnel responsible for
911 ALI database platform maintenance, 911 project
management implementation of 911 Integrated Work
Station Customer Premise Equipment, and 911
switching based feature sales and service.

Southwestern Bell
Telephone Company

Area Manager —
Technical Support
(10 years)

Project managed personnel responsible for
implementation of ISDN and SS7 technologies in
multiple central offices in the Southeast Texas area.
Assisted GHQ in 800 number portability
implementation for SWB region. Also performed
technical sales support for Major Accounts in
Houston and Dallas, Texas areas.

Southwestern Bell
Telephone Company

Area Manager —
Network Maintenance
(8 years)

Supervised and directed personnel responsible for
operations, administration and maintenance of
various analog/digital switching systems, facilities
transport equipment and central office power
systems.

Southwestern Bell
Telephone Company

Manager — Network
Maintenance
(7 years)

Performed staff support for all switching entities in
Texas. Technical support, conformance reviews,
system performance evaluations, system
performance trending, etc.




Key Personnel

KEY MEMBER NAME/TITLE:

Timothy J. Jenkins
Vice President/General Manager ILEC Business Unit

DEPARTMENT:

Executive

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:
Mr. Jenkins manages and directs the departments in the ILEC Business Unit (Sales, Product
Management, Program Management, Data Operations).

KEY MEMBER EMPLOYMENT HISTORY

SUMMARY OF EMPLOYMENT HISTORY:

Prior to joining Intrado in July 2000, Mr. Jenkins had a 15-year career with Ameritech. At Ameritech Mr.
Jenkins served as Director of Ameritech’s 9-1-1 Operations, a large organization with responsibility for
systems planning, development, implementation and ongoing customer service for 860 PSAPs in the
five-state Ameritech region. He also managed the planning and implementation of Ameritech’s

relationship with Intrado.

Degrees: BSEE, MBA

COMPANY NAME

POSITION HELD

RELATED EXPERIENCE

Ameritech

Director 9-1-1
Operations

Managed operations for 5-state Ameritech region.
Managed creation, planning and implementation of
Ameritech’s work relationship with Intrado 9-1-1
database service center. Worked extensively with
Ameritech and SBC public safety services products
on development of new products and services.

Manager, Customer
Accessed Systems
Administration

Duties included personnel management of 70
employees and capital and expense budgets
exceeding $13 million annually.

Ohio Bell Telephone
Company

Manager, Network
Systems
Administration

Managed a team of Minicomputer System
Administrators responsible for the operation and
support of multiple systems impacting
telecommunications network operations and service.

Engineer, Distribution
Services Rehabilitation
Engineering

Managed a team responsible for identifying and
engineering new cable facilities to replace or
upgrade deteriorating existing telephone cable
facilities.




Key Personnel

KEY MEMBER NAME/TITLE:

Mark R. Scott
Vice President/General Manager CLEC Business Unit

DEPARTMENT:

CLEC

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:
Vice President and General Manager of the CLEC Business Unit.

KEY MEMBER EMPLOYMENT HISTORY

SUMMARY OF EMPLOYMENT HISTORY:
Mark Scott joined Intrado from Motient™ Mobile internet Corporation. While at Motient, Mr. Scott
managed overall aspects of the terrestrial wireless data and satellite voice communications sale and
implementation for a variety of commercial and government applications including emergency
management, disaster recovery, wireless internet access and transportation for the Western United
States. Prior to Motient, Mr. Scott held senior management positions at Qwest Communications and at
LEXIS/NEXIS. Mr. Scott began his career with the Xerox Corporation where he held various positions in
sales and management over an 8-year period.

Degrees: BS & BA

COMPANY NAME

POSITION HELD

RELATED EXPERIENCE

Motient, formally
known as American
Mobile Satellite
Corporation and
ARDIS.

Western Region
Director
(3 years)

Motient provides satellite voice and wireless data
applications to a variety of commercial and
government entities. Mr. Scott’s organization
implemented a variety of emergency satellite voice
and/or wireless data communications to entities
including the Port of Seattle (SeaTac), San
Bernardino National Forest, FEMA, and the LA
County Sheriff’s Department.

Qwest

Director-Commercial
(3 years)

Managed the Qwest 4 commercial sales channels
(Direct, Indirect, Agent, and Affinity) in addition to
the order provisioning, commercial marketing
functions and business operations at Qwest.

Lexis/Nexis, formally
known as Mead Data
Central

Western Region
Director
(7 years)

Managed a multi-state/multi-channel organization for
Mead Data Central, providers of the Lexis/Nexis®
databases for legal applications. Commercial
entities, state and local governmental agencies, law
firms and State Bar Associations both made use of,
and/or resold the database, in a variety of legal,
investigative and law enforcement applications.




Key Personnel

KEY MEMBER NAME/TITLE:

Teri L. DePuy
Vice President & General Manager, Direct Business Unit

DEPARTMENT:

Executive

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:

As Vice President & General Manager, Direct Business Unit, Ms. DePuy is responsible for managing and
directing the departments in the Direct Business Unit (Sales, Product Management, Program
Management, and Data Operations).

KEY MEMBER EMPLOYMENT HISTORY

SUMMARY OF EMPLOYMENT HISTORY:
Twenty years of public safety and telecommunications experience in a variety of operational, managerial
and director level positions within the public and private sector.

COMPANY NAME POSITION HELD RELATED EXPERIENCE
Intrado Vice President & Managed and directed CLEC Business Unit.
General Manager,
CLEC Business Unit
Intrado Director Data Responsible for the day to day business operations
Operations and budget for several functional groups charged
with provisioning of 9-1-1 data management
services for large telecommunications service
providers.
Manage 70+ million records for three major Local
Exchange Carriers.
Development and management of a multimillion
dollar operating budget, and organizational staff of
90+ employees and supervisors.
intrado Director System Directly responsible for the management of all
Engineering & systems integration resource organizations
Integration (CAD (Engineering, Systems Integration, Quality
Group) Assurance, Training and Support).
Accountable for the development and adherence for
Customer Service achieving revenue and cash collection goals for the
Manager business unit.
Intrado Trainer Development and management of multimillion dollar

operating budget and project revenue.

Directed and managed a wide range of complex
integration projects requiring interaction and
coordination with multiple-vendors, contract
management and administration duties, pricing and
proposal development and the creation and
management of implementation schedules and
project cost controls.




Boulder Regional
Communications
Center

Communications
Supervisor

Trainer

Dispatcher

Responsible for the day to day operations for a
multi-agency public safety communications center
serving a population of 250,000 people in 1,000
square miles.

Developed a comprehensive dispatcher’s training
program, modeled after a nationally renowned field
training officer’s program established in San Jose,
California. This program included the definition and
development of course materials, a dispatcher’s
training manual, evaluation standards, instructor
training, and the implementation of the ongoing
processes for review and assessment of course
content, evaluation tools and program
administration.

Served as committee chair for a task force
responsible for the revision and publication of
national Standard Operating Procedures for a
national dispatchers organization.
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Key Personnel

KEY MEMBER NAME/TITLE:

Gary A. Klug
Director — State Regulatory Affairs

DEPARTMENT:

Legal and Government Affairs

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:
Ensures compliance with rules and regulations of federal and state agencies, including management of
compliance filings with state agencies. Evaluates federal and state regulations and sets regulatory policy

and strategic direction. Acts as subject-matter ex

safety and 911 forums.

pert and participates in local, state and national public

KEY MEMBER EMPLOYMENT HISTORY

SUMMARY OF EMPLOYMENT HISTORY:
Mr. Klug has an extensive background in the telecommunications and regulatory fields, holding a variety
of positions with several telecommunications providers and the Colorado PUC.

Degrees: BS & MS

COMPANY NAME

POSITION HELD

RELATED EXPERIENCE

Colorado PUC

Senior Professional
Engineer 1lI
(12 years)

Testified in numerous dockets before the PUC;
developed the Colorado Rules Prescribing The
Provision of Emergency 9-1-1 Services For
Emergency Telecommunications Service Providers
and Basis Local Exchange Carriers; established the
Colorado 9-1-1 Task Force; responsible for
membership selections for the 9-1-1 Task Force.
Facilitated Colorado 9-1-1 Task Force meetings.
Developed Colorado Rules on Interconnection.
Advisor to the Colorado Commissioners including
dockets on interconnection and collocation.

US West Staff Manager Responsible for the development of interstate
(3 years) switched access rates and tariffs and repricing of
access services for US West.
AT&T Staff Manager Responsible for development of intrastate private
(3 years) line rates and tariffs and the rate witness for AT&T
for the Mountain States Region.
Mountain Bell Staff Held various positions responsible for basic local
Manager/Manager/ exchange service rates and tariffs, rural area service
Planner/Equipment rates and tariffs, measured service rate
Engineer development, measured service computer model
(11 years) development, as a Planning Engineer developed the

plans for the first 4ESS switch in Mountain Bell.
Held the position as an Equipment Engineer for the
engineering, installation and testing of Step, X-BAR,
and ESS switching equipment, test center
equipment, power systems, and carrier systems.
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Key Personnel

KEY MEMBER NAME/TITLE: Cynthia A. Clugy
Director External Affairs-SME

DEPARTMENT: Executive

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:

Provides subject matter and technical support for Intrado’s Legal and Government Affairs department
and business units. These duties include providing subject matter and technical support in state and
federal regulatory proceedings, as well as testifying in such proceedings on Intrado’s behalf.

KEY MEMBER EMPLOYMENT HISTORY

SUMMARY OF EMPLOYMENT HISTORY:

Ms. Clugy has an extensive background in the telecommunications industry and 911 in particular. Prior
to joining Intrado, Ms. Clugy was employed by Southwestern Bell Telephone Company for 18 years in
various sales, service, and technical support positions. Ms. Clugy has been certified as an Emergency
Number Professional by the National Emergency Number Association.

COMPANY NAME POSITION HELD RELATED EXPERIENCE

Intrado Account Manager Account Manager for database management
contract between Intrado and the State of Texas.

Southwestern Bell 9-1-1 Account Responsible for overseeing the deployment and

Telephone Company | Manager maintenance of approximately twenty 911 systems

serving in excess of four million subscribers in
Southeast Texas. Served as the primary contact for
911 administrative entities for all matters regarding
their 911 systems.
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Key Personnel

KEY MEMBER NAME/TITLE:
Robert Oliver/ Senior Vice President, Technical Operations

DEPARTMENT: Executive

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:

Mr. Oliver manages Intrado’s Engineering Division and network operations.

KEY MEMBER EMPLOYMENT HISTORY

SUMMARY OF EMPLOYMENT HISTORY:

Before joining Intrado, Mr. Oliver had 32 years of general management and R&D experience in the
telecommunications industry at Lucent, NCR, AT&T, and Bell Labs. He managed Lucent Public Safety
Systems (LPSS) as President and CEO from May 1995 until its recent acquisition by Intrado. Under his
leadership, LPSS expanded its product lines, added distribution channels, and tripled its business revenue.

Since 1985, Mr. Oliver has managed early-stage and mature businesses, introduced numerous new
products, and been tasked with phasing-out aging product lines.

Prior to 1985, Mr. Oliver held several software and semiconductor positions with Belt Labs.

Degrees: BSEE, MSEE

COMPANY NAME POSITION HELD RELATED EXPERIENCE

Lucent Public Safety Systems President and CEO Managed product line expansion
and distribution channel update
and growth.

Lucent Public Safety Systems General Manager Managed Network Systems
5ESS adjunct switch products.

Bell Labs Manager Development of software and
semiconductor products.
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Key Personnel

KEY MEMBER NAME/TITLE:

Paulette McDermott
Vice President, Product Development

DEPARTMENT:

Product Development

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:

Ms. McDermott is responsible for the software design and development (including systems
engineering, design, coding, testing, quality processes and support of national standards bodies) of a
full suite of public safety software applications including PSAP call handling, mapping, database
management systems, network routing and AL| database applications, and mobile location software.

KEY MEMBER EMPLOYMENT HISTORY

COMPANY NAME

POSITION HELD

RELATED EXPERIENCE

Lucent Public Safety
Systems

Vice President,
Product Development

Managed and directed software development and
design for Lucent Technologies public safety
products.

AT&T Local Services

District Manager

Responsible for the product management of resold
services needed to enter the local services market
in the Central States (lllinois, Michigan, Wisconsin,
Indiana and Ohio) with AT&T products. Directed
product strategy, planning, cost targets, and product
operations activities and financial analysis of the
Fixed Wireless platform for the Central Region.

Technical Manager

Directed forward looking architecture strategy and
planning, established a life cycle management and
resource planning process for the embedded base
of Network Systems 4ESS Toll Switches. Teamed
with the customer to identify areas of concern on
switch and network capacity, aligning priorities, and
developing action plans to resolve issues. Directed
the team designing architectural alternatives for
4ESS Switch customers.

AT&T Network
Systems

Distinguished Member
of Technical Staff

Created and implemented product, pricing, and
marketing strategies to market Network Systems
products to Competitive Access Providers,
Interexchange Carriers and Wireless customers.

AT&T Network
Systems

Member of Technical
Staff

Developed software applications and delivered
ISDN applied technology to customers and to the
industry on ISDN applications. Managed a team in
the development, testing, and documentation of 11
industry specific applications still being used by
customers today. The team also developed
applications and demonstrations, which were
presented at Industry Events throughout the U.S.
and Europe
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Key Personnel

KEY MEMBER NAME/TITLE: Larry Ciesla
Vice President Advanced Technologies
DEPARTMENT: Executive

CURRENT RESPONSIBILITIES/DUTIES AT INTRADO:
Mr. Ciesla is responsible for forward looking work, systems architecture, systems engineering, and pre-
sales technical support for Intrado products and services.

KEY MEMBER EMPLOYMENT HISTORY

SUMMARY OF EMPLOYMENT HISTORY:

Mr. Ciesla brings more than 30 years of software design and development experience to Intrado,
including 10 years focused on E9-1-1 database and switching products.

Prior to joining Intrado, Mr. Ciesla was Chief Architect for Lucent Public Safety Systems. In this role,
he was responsible for systems engineering, architecture, and quality. in 1994, Mr. Ciesla was
appointed “Distinguished Member of the Technical Staff” at AT&T Bell Laboratories. This appointment
resulted from recognition by his peers, customers, and NENA, as an industry expert in most facets of
E911 including database management, automatic location identification, wireless E911, and local
number portability. Mr. Ciesla is credited with the invention of the Non-Call Associated (NCAS) method
of delivering critical wireless ES-1-1 call data to a Public Safety Answering Point.

Degrees:
Electrical Engineering
Engineering Science.

COMPANY POSITION HELD RELATED EXPERIENCE
Lucent Public Safety Systems Chief Architect Managed systems engineering,
architecture, and quality.
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INTRADO INC.
SMALL AND MINORITY OWNED
TELECOMMUNICATIONS BUSINESS PARTICIPATION PLAN

Pursuant to the T.C.A. §65-5-212, as amended, Intrado Inc. (“Intrado™)

submits this proposed Small and Minority-Owned Telecommunications Business
Participation Five Year Plan (“the Plan”).

I.

II.

I11.

PURPOSE

The purpose of §65-5-212 is to provide opportunities for small and
minority-owned businesses, meeting the definition or certified by the State
as historically underutilized businesses (HUBs), who are impeded from
normal entry into the economic mainstream because of race, religion, sex
and national origin. Intrado is committed to complying with state
requirements under §65-5-212 and hereby submits its Five Year Plan
relating to underused business. Intrado will attempt to provide opportunities
for HUBs to compete for contracts and subcontracts for goods and services.
As part of its procurement process, Intrado will attempt to identify and
inform such minority-owned and small businesses that are qualified and
capable of providing goods and services to Intrado. Intrado will identify
local organizations with small business membership emphasis and
participate in or communicate through these local organizations and through
the use of the State’s Department of Economic and Community
Development, the Administrator of the Small and Minority-owned
Community Development, the Administrator of the Small and Minority-
Owned Telecommunications Assistance Program, to promote business
opportunities with Intrado.

DEFINITIONS

HUBs or Small and Minority-owned businesses as defined by §65-5-
212, means a business that is 51% owned and controlled by U.S. citizens
who are socially disadvantaged because of their identification as members of
certain groups, including African-American, Hispanic, Native American, or
Asian Pacific and Women, and such business has annual gross receipts of
less than $4 million.
ADMINISTRATION



Intrado’s Plan will be overseen and administered by the individual

named below, hereinafter referred to as the Administrator, who will be
responsible for carrying out and promoting Intrado’s full efforts to provide
equal opportunities for HUBs. The Administrator of the Plan will be:

hd

Tonja Watkins
Intrado Inc.

6285 Lookout Road
Boulder, CO 80301

Telephone Number:
(303) 581-5600
FAX Number

(303) 581-0900

The Administrator’s responsibilities will include:

Maintaining a Plan which complies with the requirements of §65-5-212
and the Rules and orders of the Tennessee Regulatory Authority;
Developing policies and procedures necessary for the successful
implementation of the plan;

Submitting such forms as may be required by the Tennessee Regulatory
Authority;

Serving as the primary contact with the Tennessee Regulatory
Authority, other agencies of the State of Tennessee and small and
minority-owned businesses to locate and use qualified HTJBs as defined
in §65-5-212;

Investigating the opportunity to use qualified HUBs;

Providing records and reports in cooperation with any authorized
surveys as required by the Tennessee Regulatory Authority;
Maintaining adequate records to track qualifies HUBs which have
attempted to obtain a contract with Intrado for the provision of technical
assistance;

Provide information to Intrado’s employees which will aid in the
promotion of small and minority-owned business contracts for the
provision of technical services.

The Administrator will use all necessary resources in the performance

of the foregoing duties.



IV.

RECORDS AND COMPLIANCE REPORTS

Intrado will attempt to maintain records of qualifies small and
minority-owned businesses and its efforts to use the goods and services of
such businesses. Intrado will also attempt to maintain records of educational
activities conducted or attended by its employees.
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BEFORE THE TENNESSEE REGULATORY AUTHORITY
IN RE:

APPLICATION OF

SCC COMMUNICATIONS CORP.
FOR A CERTIFICATE OF PUBLIC
CONVENIENCE AND NECESSITY TO
PROVIDE COMPETING

LOCAL TELECOMMUNICATIONS
SERVICES WITHIN THE

STATE OF TENNESSEE

DOCKET NO. 01-00050

NOTICE OF AMENDED APPLICATION

Pursuant to applicable Tennessee Statutes and the Rules and Regulations of the
Tennessee Regulatory Authority (“Authority”) and Section 253 of the Federal
Telecommunications Act of 1996 (“Act”), SCC Communications Corp. (“SCC”) and
Intrado Communications Inc. (“ICI”) filed an Amended Application for a Certificate of
Public Convenience and Necessity to Provide Competing Telecommunications Services
within the State of Tennessee Telecommunications Services (Docket No. 01-00050). The
Amended Application reflects internal corporate changes that have occurred since SCC
filed its original application on January 15, 2001. The Amended Application respectfully
requests, pursuant to applicable Tennessee Statutes, the Rules and Regulations of the
Authority, and Section 253 of the Communications Act of 1934, as amended by the
Telecommunications Act of 1996, that the Authority grant ICI authority to provide
facilities-based and resold local exchange and interexchange (interLATA and
intraLATA) voice and data telecommunications services as a competitive
telecommunications service provider within the State of Tennessee.

This is to notify you that the above-referenced Amended Application was filed
with the Tennessee Regulatory Authority (“Authority”) on August 30, 2001. A copy of
the Amended Application can be obtained from the Authority.

In]@do,Co munications Inc.
By: v//{ﬂ//

David A. Hiberman
Regulatory Counsel

Intrado Inc.

6285 Lookout Road

Boulder, CO 80301
Facsimile: (303) 581-0090
Telephone:  (303) 581-5600

Dated: August 30, 2001



CERTIFICATE OF SERVICE

I, Colleen Lockett, hereby certify that on this 31" day of August, 2001, a copy of the foregoing
notice was served via first class U.S. Mail on the following:

Ardmore Telephone Company, Inc.
P. O. Box 549

517 Ardmore Avenue

Ardmore, TN 38449

BellSouth
333 Commerce Street
Nashville, TN 37201-3300

Century Telephone of Adamsville
P. O. Box 405

116 N. Oak Street

Adamsville, TN 38310

Century Telephone of Claiborne
P. O. Box 100

507 Main Street

New Tazewell, TN 37825

Century Telephone of Ooltewah-Collegedale, Inc.
P. O. Box 782

5616 Main Street

Ooltewah, TN 37363

Citizens Communications Company of Tennessee
P. O. Box 770

300 Bland Street

Bluefield, WV 24701

Citizens Communications Company of the
Volunteer State

P. O.Box 770

300 Bland Street

Bluefield, WV 24701

Loretto Telephone Company, inc.
P. O. Box 130
Loretto, TN 38469



Millington Telephone Company, Inc.
4880 Navy Road
Millington, TN 38053

Sprint-United
112 Sixth Street
Bristol, TN 37620

TDS Telecom-Concord Telephone Exchange, Inc.
P. O. Box 22610

701 Concord Road

Knoxville, TN 37933-0610

TDS Telecom-Humphreys County Telephone
Company

P. O. Box 552

203 Long Street

New Johnsonville, TN 37134-0552

TDS Telecom-Tellico Telephone Company, Inc.
P.O.Box 9

102 Spence Street

Tellico Plains, TN 37385-0009

TDS Telecom-Tennessee Telephone Company
P. O. Box 18139
Knoxville, TN 37928-2139

TEC-Crockett Telephone Company, Inc.
P.O.Box 7
Friendship, TN 38034

TEC-People’s Telephone Company, Inc.
P. O. Box 310
Erin, TN 37061

TEC-West Tennessee Telephone Company, Inc.
P.O.Box 10

244 E. Main Street

Bradford, TN 38316

United Telephone Company
P. O. Box 38

120 Taylor Street

Chapel Hill, TN 37034



Subscribed and sworn to before me this
31% day of August, 2001.

. Notary Public -
Stiie of Colorado

My Commission expires: _2//0/0¥

e Ao 1

Cblleen Lockc;tt



BEFORE THE TENNESSEE REGULATORY AUTHORITY

IN THE MATTER OF THE APPLICATION )
OF SCC COMMUNICATIONS CORP.FORA )
CERTIFICATE OF PUBLIC CONVENIENCE )
AND NECESSITY TO PROVIDE COMPETING ) DOCKET No. 01-00050
LOCAL TELECOMMUNICATION SERVICES )
WITHIN THE STATE OF TENNESSEE )

VERIFICATION

The undersigned attests that he has reviewed this filing on behalf of SCC
Communications Corp. and Intrado Communications Inc. in the above-mentioned
proceeding; that it appears to be true and correct; and that it is hereby adopted on behalf
of Applicant. By this application, and participating in all proceedings necessary to effect
certification, Applicant hereby asserts it willingness and ability to comply with all rules
and regulations that the Tennessee law is now or hereafter enacted.

SCC COMMUNICATIONS CORP.
INTRADO COMMUNICATIONS INC.

]

,;// -
/o

Gary’zf Klu
Director — State Regulatory
Intrado Inc.

Subscrived and sworn to before me, this _ 3/ il day
of August, 2001.

pmy Public '

My Commission expires on /10 /0




